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THE PARCEL POST IN FOREIGN COUNTRIES 


One of the most powerful arguments for the adoption of a 
parcel post in the United States was the uniformly successful 
operation of foreign systems. The task of our government was not, 
therefore, that of a pioneer, but to adapt foreign experience to the 
conditions to be met in the New World. The step was taken 
tardily, after the parcel post had become known in political divi- 
sions as far apart in physical position and civilization as Switzer- 
land, Honduras, and the Friendly Islands. 

Besides political influences which delayed the establishment of 
the parcel post there were social and economic conditions which 
seemed to many to make the success of such a system problematical. 
It was felt that our social and economic conditions were so different 
from those of the great parcel-post countries that arguments drawn 
from their experience were only secondary in importance. 

European countries have an advantage over the United States 
in that the average distance each package is to be carried is much 
shorter. A parcel post in Germany or France, each with about 
200,000 square miles of territory, presents a very different problem 
from a parcel post in the United States, where a single state—Texas 
—is as large as either of these countries, seventeen times the size 
of Switzerland, and twenty-four times the size of Belgium. Eng- 
land may successfully operate such a system even with a flat rate 
for all distances, but the problem is greater for us, for twenty-six 
of our states are each larger than England. 
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Success may also be influenced by the density of population. 
In England with 550 inhabitants to the square mile, or Great 
Britain as a whole with over 300, or in Belgium with 600, or in 
Germany with 300, a parcel post may be a decided success, though 
it might not be in a vast country like the United States with an 
average of 25 persons to the square mile. Nor does the fact that 
the parcel post of Great Britain reaches her colonial possessions 
and many foreign countries really change the case, for less than 
2} per cent of the parcels sent in the British post go out of the 
United Kingdom. Evidently a government which handles a large 
number of parcels, very few of which are carried a long distance, 
may do so at a profit, though the United States might not be able 
so to do, just as our express companies can deliver shipments at 
a profit in the large cities, though they cannot do so in districts 
remote from the railroads or where deliveries would be infrequent. 

On the other hand, great distances and sparse population are 
not proven by foreign experience to be insuperable obstacles for 
a successful parcel-delivery system. Canada, Australia, and 
Russia have demonstrated the possibilities of cheaper posts in the 
face of obstacles of this sort which seem at least as great as those 
which confront the United States. Canada delivers newspapers 
at one-fourth of a cent a pound from St. Johns to Vancouver, but 
nevertheless has a profit of about a million dollars a year from her 
postal service. In European Russia, a 12-pound package is deliv- 
ered for 34 cents, and it may even be sent to far-off Sakhalin or 
Manchuria for 64 cents—the charge in the United States till the 
institution of the parcel post for a 4-pound shipment. In Australia, 
though the area of the country equals that of the United States 
while the population is less than that of Greater New York, the 
parcel post carries an 11-pound package anywhere within one 
state for 73 cents and anywhere in the commonwealth for $1.38. 
The latter charge, though apparently high, is low when it is 
remembered that the population is only about two to the square 
mile. 

The conditions under which the transportation facilities of a 
country are operated may have an influence on the success of its 
parcel-post system. Many countries have arrangements with the 
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railroads through ownership or franchise which make the carriage 
charge for the posts nominal or nothing at all. Some have no 
express companies which would compete with the government for 
the more profitable portion of the business. Again, the degree to 
which industry is developed and the presence of large department 
stores, mail-order houses, and other means of controlling the 
market may determine whether the parcel post will be a real or 
only an illusory benefit. 


A survey of the countries in which the internal parcel post has 
been adopted shows great variance in size, density of population, 
and degree of development in education, industry, and communi- 
cation. These elements, therefore, do not of themselves determine 
the success or failure of the system. The field includes Argentina, 
Australia, Austria, Belgium, Bolivia, Chile, China, Colombia, 
Denmark, Ecuador, Egypt, France, Germany, Greece, Guatemala, 
Honduras, Hungary, Italy, Japan, Luxemburg, Mexico, Nether- 
lands, Norway, Panama, Persia, Peru, Portugal, Roumania, 
Russia, San Salvador, Servia, Sweden, Switzerland, Turkey, 
Uruguay, and Venezuela, besides many of the lesser colonial 
possessions of the great powers. 

The growth in popularity of the service is indicated by Table I, 
showing the number of parcels carried in the larger and more popu- 
lous countries in certain recent years. 


TABLE I 
PaRCELS CARRIED BY THE Posts OF CERTAIN COUNTRIES AT EACH OF Two 
SPECIFIED DaTEs* 


Country Year Parcels } Year Parcels 





ee 1900 30,500,000 | 1909 | 46,000,000 
1901 198,500 | Ig10 439,935 

IQOI 54,088,261 IgIo 68,067,908 

1899 |} 165,506,307 | 1908 | 233,020,211 

IQOI 19,393,000 | IgIo 34,181,000 

1889-90 | 6,693,000 IQgOQ-IO | 14,317,542 

ceoccscces| BQCQ“EGOE | 7,045,558 1909-10 20,192,633 

United Kingdom. ...| 1900-1901 | 81,017,000 1909-10 118,190,000 


*The figures include domestic and foreign parcels mailed. They are chiefly compiled from Parcel 
Post in Foreign Countries (Washington: Government Printing Office, 1912). The figure for Italy 
1889-90 is from C. H. Hull, Die deutsche Reichspacketpost (Jena: Verlag von Gustav Fischer, 1892). 





512 JOURNAL OF POLITICAL ECONOMY 


The development of the modern parcel post is chiefly to be 
credited to Germany. The growth of railways had brought uni- 
form postal rates throughout Germany and Austria in 1857,’ and 
in 1873, following a law of October, 1871, practically the present 
tariff was put into effect. The practice of forwarding parcels with 
the mails was not new, it had been the custom in Austria since 
the seventeenth century, and in some of the German states it is 
said to date back to the fifteenth. The only new principle was the 
granting of so low a rate on merchandise shipments. The success 
of the German experiment was immediate. The domestic parcel 
post in the first year after its establishment (1874) carried 38,862,- 
654 packages. The number steadily rose to 62,946,100 in 1881. 
Italy and France in that year took over the idea, and two years 
later they were followed by Great Britain. The great powers of 
northwestern Europe have therefore had an experience with the 
system extending over approximately thirty years.” 

Each nation has developed a system suited to its particular 
needs. In the Continental countries the original laws on which 
the systems are based only faintly reflect the present organization. 
Frequent amendments, amplification by executive orders, and the 
gradual outgrowing of many of the provisions which fitted earlier 
economic conditions have brought about postal systems determined 
by practice rather than by law in the Anglo-Saxon sense. There 
have developed out of this variety of organizations two general 
types—those of Germany and those of England—which may be 
called the zone- and flat-rate systems, respectively. 


The German parcel post was the first in point of time, has been 
the model for other countries, handles the largest amount of traffic, 
and in administrative efficiency and number of parcels carried 
remains the most successful system of the world. 


t J. H. Heaton, “The European Parcels Post,” Arena, XXXIV (1905), 113 f. 

2 Figures taken from C. H. Hull, op. cit., p. ro. The monograph contains much 
information on the early development of the postal systems. See also letters of 
J. C. Grew (Austria) and Paul Nash (Hungary) in Parcel Post in Foreign Countries. 

3 The chief laws governing the German parcel post are found in Das Gesetz iiber 
das Postwesen des Deutschen Reichs vom 28 Oktober, 1871, erlautert von M. Aschenborn; 
“The Laws of May 17, 1883, and November 3, 1874,” Reiches-Gesetzblatt, pp. 107 and 
127. Administrative regulations are contained in the Manual of General Regulations 
for the Post and Telegraph, Abschnitt III, Abt. 1 and 2; Abschnitt V., Abt. 1. 
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The tariff charged is based on a combination of varying rates 
for different weights and varying rates for distance. The latter 
point is the distinguishing characteristic of the German system. 
Since the example of Germany has been adopted by many other 
countries a schedule of the charges is given here:* 

1. Weight up to 5 kilograms (about 11 pounds): 

a) Up to 10 German miles (46.1 English miles), 25 pfennigs ($o. 06). 

b) Any farther distance, 50 pfennigs, ($0.12). 

. For each additional kilogram (2.2 pounds) or fraction, according to dis- 
tance: 

Zone 1. Upto1o German miles (46.1 English miles) 5 pfennigs, ($0. o119). 

Zone 2. 10 to 20 German miles (46.1 to g2.2 English miles), 10 pfennigs 
($o.0238). 

Zone 3. 20 to 50 German miles (92.2 to 230. 5 English miles), 20 pfennigs 
($0.0476). 

Zone 4. 50 to 100 German miles (230.5 to 461 English miles), 30 pfennigs 
($0.0714). 

Zone 5. 100 to 150 German miles (461 to 691.5 English miles), 40 pfen- 
nigs ($0.0952). 

Zone 6. 150 German miles (691.5 English miles) or over, 50 pfennigs 
($o. 119). 

On payment of this rate goods may be sent up to a weight limit 
of 110 pounds (50 kilograms) for a single package, except that if 
the shipment is bulky it is subject to an increase of one-half the 
regular rate. There is no limit in the law upon the size of goods 
that may be sent. Articles are considered bulky if any dimension 
is over 5 feet or if one dimension exceeds 3 feet 6 inches and another 
20 inches. The same classification is given if articles are fragile 
or take up an unusual space as would be the case with baskets 
filled with plants, cages containing live animals, hat boxes, furni- 
ture, and similar articles. 

Packages are delivered at the residence of the person to whom 
they are sent except when their declared value exceeds a certain 
amount, or in rural delivery districts not served by post wagon 
when their weight exceeds eleven pounds. When too valuable 
or too large to be delivered under the rules, the parcels are left at 
the nearest post-office to be called for. 


* Compiled from information furnished September 16, 1911, by Irwin Laughlin, 
chargé d’affaires ad interim at Berlin, to the Senate Committee on Post-Offices and 
Post Roads; see Parcel Post in Foreign Countries, pp. 96 f. 
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An excellent feature of the German system is its rapidity. 
Except where business is very large, the parcel post is given the 
same transportation as letter mail. Where the shipment goes 
partly by rail this is often not the case, since the railroads are only 
obliged to carry letter mail in the express trains. The local and 
freight trains are often used, therefore, for the parcel post. If the 
sender wishes to insure the most rapid delivery possible for a pack- 
age, he may have it forwarded by the fast trains on payment of an 
extra charge of 1 mark. By payment of an additional fee he 
may have it delivered at the place of destination by special mes- 
senger. Other special fees are charged if the sender does not pre- 
pay the package (10 pfennigs for parcels not exceeding eleven 
pounds) or if he registers the shipment (20 pfennigs). The sender 
may also insure the shipment by payment of 5 pfennigs for each 
300 marks ($71.40) of value. The minimum charge is 10 pfennigs. 
No difference in these extra charges is made for varying distances. 


The parcel post of Great Britain was established August 1, 
1883, upon the flat-rate system—a uniform charge for parcels of a 
certain weight irrespective of distance. Only parcels up to 11 
pounds are accepted. The rates are: 1 pound, 6 cents; 1 to 2 pounds, 
8 cents; 2 to 3 pounds, 10 cents; 3 to 5 pounds, 12 cents; 5 to7 
pounds, 14 cents; 7 to 8 pounds, 16 cents; 8 to g pounds, 18 cents; 
g to 10 pounds 20 cents; 10 to 11 pounds, 22 cents. Packages 
must not be over 3 feet 6 inches long nor have a combined length 
and girth of over 6 feet. As a rule, parcels are delivered to the 
addressee. The number and rapidity of deliveries is less than in 
letter post except in rural districts where the two sorts of mail can 
be carried in the same sacks. Except in the larger towns the 
same postmen attend to both services." 


Both the German and the English systems of rates have found 
imitators in the newer services of other countries. Among the 
countries which have adopted the zone system are Austria, Hungary, 
Japan, Russia, and Turkey. The English plan has been followed 
in Argentina, Australia (which has a separate rate for shipments 


t The chief regulations of the English parcel-post system are found in Post- 
Office (Parcels) Act, 1882 (45 and 46 Vict., ch. 74) and in the British Post-Office Guide. 





THE PARCEL POST IN FOREIGN COUNTRIES 515 


within one state), Belgium, Bolivia, Chile, China, Colombia, Den- 
mark, Egypt, France, Greece, Honduras, Italy, Luxemburg, 
Mexico, Netherlands, Norway, Paraguay, Roumania, San Salvador, 
Sweden, and Switzerland. 

The list of names does not, however, indicate the actual extent 
of use of the two systems nor their adaptability to general condi- 
tions, since many of the nations mentioned in the group following 
the flat-rate system are small, thickly settled regions in which the 
application of the zone principle is manifestly unnecessary, or are 
so undeveloped or charge such high rates for shipments that the 
parcel post does not mean for them a widely used and cheap means 
of transportation serving a patent public need. In Paraguay, for 
example, “conditions of life are so primitive that very little use is 
made of the postal service,’’* and in Honduras the rate charged is 
10 cents a pound, a rate which, when the development of the country 
is considered, is almost prohibitive. If the number of packages 
handled be taken as the basis of comparison it is found that the 
zone countries carry approximately 50 per cent more than the flat- 
rate countries.? 


The success of a parcel-post system depends of course on many 
other elements besides the basis of the rates charged and the char- 
acter of the country and population to be served. An important 


* Cornelius Ferris, Jr., American consul, to Hon. N. A. Grevstad, American 


minister, Asuncion, Paraguay, October 16, 1911, published in Parcel Post in Foreign 
Countries, p. 173. 

? This comparison is made on the basis of a table published in 1910 by the Literary 
Digest in a pamphlet, “The Parcels Post.” Only countries carrying a million pack- 
ages or over are considered. Austria, Hungary, Germany, Japan, and Russia are 
reported as carrying a total of 333 million packages (Germany alone, 223 million); 
Belgium, Denmark, France, British India, Italy, Netherlands, Norway, Roumania, 
Switzerland, and the United Kingdom—the flat-rate countries—carried 225 million , 

Details as to the use of the parcel post in the following countries are found in the 
Consular and Trade Reports: Great Britain: November 22, 1911; June 22, 1904; 
December, 1907, No. 327, pp. 250-51; August, 1908, No. 335, p. 181; February, 1910, 
No. 353, pp. 206-7; August 1, 1910; Persian Gulf Region: April 8, 1912; Spain: Jan- 
uary 27,1912; Australia: June, 1910, No. 357, pp. 110-11; New Zealand: December 
9, 1911; Honduras: December 9, 1911; Germany: May 7, 1910; December 9, ro11; 
December 22, 1904; February, 1908, No. 329, pp. 104-6; May, 1910, No. 356, pp. 
9-10; June, 1910, No. 357, pp. 109-10; Denmark: January 4, 1912; Netherlands: 
December 9, 1911; Switzerland: January 4, 1912; March 7, 1912; New South Wales: 
July 6, 1897; Russia: June, 1910, No. 357, Pt. 2, p. 161; February 10, ror1r. 
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factor is the relation of the government to the transportation 
agencies, especially to the railroads, which must be relied upon for 
carrying at least the longer shipments.’ If the government owns 
the railroads and can therefore reduce the charge for their part of 
the service to a cost basis, or if by franchise agreements or legisla- 
tion it can oblige the railroads to carry the mails gratis or at a 
nominal charge, marked economies may be made which are unavail- 
able for a country which must rely on a free bargain with the rail- 
road companies to determine the rate of charges. Russia, for 
example, pays for transportation of its mails on land and sea only 
one-sixteenth of the receipts, notwithstanding the enormous dis- 
tances covered by its postal system; in Germany the proportion is 
one-tenth; in France and the United Kingdom less than one-ninth; 
in the United States—even without the parcel post—one-third.? 
Evidently the ability to make advantageous transportation agree- 
ments may determine the success or failure of any parcel-post 
system. In Germany—the greatest parcel-post country of the 
world—the government operation of the railroads makes the 
parcel-post system almost a branch of railway traffic. In Austria 
the government owns 80 per cent of the railroad mileage, and the 
charters of all private lines oblige them to carry the mails—up to a 
limit of a certain number of cars—free of charge. In Hungary, with 
a few exceptions, the railways are owned or leased by the state, 
and this makes favorable terms for the parcel post easy to obtain. 
In Japan the conditions are similar. Italy under her contracts 
with the railroads—chiefly operated by the government—has 
free letter carriage, but charges herself for parcel transportation. 
In 1909-10 this charge amounted to over $416,000. Navigation 
companies under government subsidy carried parcels free of charge. 

France and England have relied on free contracts with the rail- 
road companies. In England the agreements date from August 
18, 1882. They provide that the railroads shall receive 55 per cent 
of the income from the carriage of parcels. The arrangement is 


t The discussion is here confined to countries having parcel-post systems carrying 
a million parcels or more per year. 

2 Figures taken from an analysis of postal expenditures made by the International 
Postal Bureau quoted in Parcel Post in Foreign Countries. 
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terminable upon two months’ notice. In France the most important 
agreement dates from January 15, 1892, but has been supplemented 
by numerous amendments and decrees. 


The success of a parcel post may also be determined by the size 
and weight of the shipments which the government undertakes to 
deliver, since these affect the nature of the delivery facilities which 
will be needed. Whether the packages are deposited at the post- 
office to be called for or delivered at the house of the addressee 
also influences the cost of the service. In these particulars the 
practice exhibits wide contrasts. The weight and size limits are 
shown in Table II. 

The tendency where changes have been introduced has con- 
stantly been toward increasing the limits of size and weight of 
parcels which may be sent. In Austria, though there is a limit of 
weight stated in the law, in practice the officials are instructed to 
accept any shipment which can be loaded in the railroad cars, or 
on top of the delivery wagons in the country districts.‘ Agitation 
for a standard of a similar sort is present in other countries of 
Continental Europe. 


The extent to which the government makes the carriage of 
packages such as are handled by the parcel post a monopoly may 
also have an important influence upon the success of the system. 
It is often argued that this monopoly should be established in all 
cases, since otherwise private companies will offer especially low 
rates for delivery in large cities where the parcels would be numer- 
ous, and leave to the government the long deliveries which can be 
made only as a loss. In practice this step has not been found 
necessary. 

In Austria no attempt has been made to interfere with private 
enterprise in the forwarding of parcels. The success of the govern- 
ment’s organization is due to the better facilities, greater safety, 
and cheaper rates offered. The gradual extension of the post- 
office net puts the government in a position where competition by 

*In practice substantially the same rule is followed in Germany. See Daily 


Consular and Trade Reports, Consul-General A. M. Thackara, p. 1255, December 9, 
git. 
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private companies is impossible. Since the regular post-office 
force is used for the delivery of parcels, the government is at a dis- 
tinct advantage over the private enterprise, which would have to 


TABLE II 





Size Liwits 
Weicat Lmits 
(mn ENGLISH PouNDsS) 





CounTRY j l 
Length | Width Bulky Articles 





Packet post, 11 | No | Nolimit. Pay extra 
(5 kilograms) ;* No limit | limit charge** 
freight post, 110 
(50 kilograms) 
Packet post, 11 
(5 kilograms) ;f 60 inches 
freight post, 132 
(60 kilograms) 
Local districts, 22 
(1okilograms) ; | No dimensions | 
otherwise, 110 (50 | greater than | 
kilograms) | one meter 
22 (10 kilograms) | Extra charge if over 
: Fr feettt 
110 (50 kilograms) | Nolimit. Pay extra 
charge** 
| 6.6 (3 kilograms){ Two-thirds of a cubic 
foot 
13.25 (1600 mommé)} 44.7 inches } 29.8 inches each way 
11 (5 kilograms) 40 inches } | x cubic foot 
| 110 (50 kilograms) § | 4.24 cubic feet 
| 120 (3 poods) | No statement 
110 (50 kilograms)|| | No statement 
Switzerland .| 110-132 (50 to 60 | 6 ft. 7 in. ff 
kilograms) { | 
Turkey | 88 (40 kilograms) | 16 by 12 by 2o0inches 
United 6 feet combined length 
Kingdom .} 11 


! 
| 
| 
| 


Belgium... .. 


Denmark... . 








France 


Germany... . 





* Special weight limit for coined money 143 Ibs. See also further comment in text. 
t Now projected to make upper limit 220 lbs. or more. 
¢ Government authorized to raise the limit to 11 Ibs. by royal decree. 
§ Smaller limit where delivered by foot (3.3 Ibs.) and by wagon (26.4 lbs.). 
|! Additional regulations similar to Norway. 
§ Lower limit where carriers or mules are used. 
** Officers use their discretion. 
tt Smaller limits if delivered by foot or by wagon. Bulky articles at higher rate. 
¢ Maps, skis, etc., allowed up to 2} meters (about 8 feet 3 inches). 


maintain a separate force for that work. It is declared to be only 
a question of time when the few remaining private companies will 
have been driven from the field and the government will have a 


monopoly of the business in fact though not in law. 
In Germany there is nothing to correspond to our express com- 
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panies, and the de facto condition is like that in Austria. In Hun- 
gary, though the economic and legal conditions are similar, there 
are two private organizations resembling our express companies 
which continue to carry on the forwarding business in competition 
with the government. In Italy there are numerous private com- 
panies, but the business handled by them is as a rule local. 


Denmark has no organizations corresponding to the American 
express companies, but on both state and privately owned rail- 
ways package services have been instituted which do the same sort 
of work as the parcel post. Some private companies exist in the 
larger cities which conduct a general delivery business. In France, 
also, no legal monopoly exists and a number of private concerns 
continue to deliver parcels between the various large centers. In 
Japan, one company, the Naikoku Tsuun Kwaisha, does a business 
extending over the whole country. ‘No private express or for- 
warding companies exist in Russia and therefore there is no 
competition with the parcel post, carried on railways exclusively 
owned by the government throughout the Empire.’ 

Engiand furnishes the only example of a parcel-post system 
operated in the presence of a number of prosperous private for- 
warding agencies. All the larger railways carry small as well as 
heavy parcels, and in the cities there are numbers of parcel-delivery 
companies. The purpose of the parcel post, it is insisted in England, 
was not to supplant but to supplement the other means of serving 
the people. It cannot be denied, however, that the government 
loses an enormous number of profitable deliveries through the 
existence of the private companies. In fact, ‘“‘many, perhaps 
most, short-distance parcels and parcels for delivery in towns are 
intrusted to private agencies while the post-office receives most 
long-distance parcels and parcels for delivery in rural districts, 
which are of course unremunerative.” 


One of the questions most frequently asked by those interested 
in the extension of cheap delivery facilities in the United States is: 
What will the effect be upon the retailer, will the parcel post drive 

* These facts are taken from the letters from diplomatic representatives abroad 


sent to the chairman of the Committee on Post-Offices and Post Roads, 1912. See 
Parcel Post in Foreign Countries. 
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the country merchant out of business and concentrate control in 
the hands of large department stores and mail-order houses? 
Because of the fear which this question implies, it is interesting to 
note the attitude of the public and the small shopkeepers of Europe 
toward the system of parcel post. It should be borne in mind, of 
course, that it is unsafe to generalize from European to American 
experience. Social and economic conditions are so different that 
we can after all only surmise as to the effect of the parcel post upon 
the small tradesman in America. Europeans have as a rule not 
developed the mail-order business even with the parcel post— 
some argue because of it. Americans have developed it by the use 
of freight-carrying facilities. Whether the parcel post will accentu- 
ate the tendency to buy in great central markets, or whether the 
increase in cost of carrying on business in such small amounts 
will keep the mail-order houses from exploiting the parcel post 
remains a problem to be fully answered only by the trial of further 
experience. Still it is interesting to notice that under widely differ- 
ent economic conditions the parcel post has not elsewhere proved a 
disadvantage to the retail trade. 

The High Commissioner of Australia writes that among the 
people at large the feeling toward the parcel post is “entirely 
. . . . favorable,” but “the shopkeepers in small towns do claim 
that the parcel post militates against them and in favor of the large 
departmental or city stores and this to a certain extent must be 
conceded.’* In New Zealand there are no large department stores 
but “a great deal of retail business is transacted through orders 
by mail. A great many local firms cater especially to such trade 
and try to keep their goods well advertised, giving price lists and 
other information needed to facilitate sales.’ 

Small shopkeepers in England opposed the introduction of the 
parcel post, though the objections were not widespread or organ- 
ized, but since its establishment “there has been no kind of organ- 
ized protest . . . . from the smaller retail traders or from others.”’ 
It was at one time suggested that the ‘‘cash-on-delivery” system 

* R. Muirhead Collins to William Phillips, Secretary of the American Embassy, 
London, December 21, 1911 (Parcel Post in Foreign Countries, p. 30). 


2H. D. Baker in Daily Consular and Trade Reports, December g, 1911. 
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adopted in several European countries be introduced, but the pro- 
ject aroused a strong protest among the dealers in small towns and 
it was abandoned.* 

In Germany ‘‘there is comparatively little trade done by large 
department stores—which in point of fact are comparatively few— 
outside the immediate delivery area of their respective cities,” and 
“it cannot be discovered that there is any opposition by shop- 
keepers in small towns on the ground that the parcel post operates 
to their damage,” but “the conditions governing retail trade in 
Germany are so different from those of the United States that it 
is almost impossible to draw a parallel.”* In Italy ‘“‘no claims are 
put forth by shopkeepers in small towns that the parcel post mili- 
tates against them.’’? The same report comes from Japan,‘ Russia,5 


and Sweden.® 

The Austrian postal authorities assert that no direct complaint 
has ever come to them that the parcel post injures the small traders 
of the country towns. Large stores are still only beginning to enter 
Austria but such as do exist send out salesmen who sell to tailors, 
shoemakers, and small mechanics generally, but not directly to the 
consumer. The goods are forwarded by post instead of by freight 


as formerly. Up to the present time, therefore, the parcel post 
cannot be said to have worked to the disadvantage of the small 
merchant in Austria.’ Practically the same condition is found in 
Hungary and Switzerland where the small shopkeeper secures his 
supplies by parcel post but the public prefers to see the article 
before buying.’ France also finds that shopkeepers in small towns 
are not harmed but benefited by the service. They receive in the 

* Whitelaw Reid to the Secretary of State, September 13, 1911 (Parcel Post in 
Foreign Countries, pp. 251 f.). 

4 Irwin Laughlin to the Secretary of State, September 16, 1911 (ibid., pp. 96 f.). 

3 J. G. A. Leishman to the Secretary of State, October 1, 1911 (ibid., p. 124). 

4 Montgomery Schuyler to the Secretary of State, October 2, 1911 (ibid., p. 132). 

5 Post Wheeler to the Secretary of State, September 30, 1911 (ibid., p. 218). 

6 Rafael Lundgren to the American Legation, Stockholm, November 30, 1911 
(ibid., p. 225). 

7 J. C. Grew to the Secretary of State, September 16, 1911 (ibid., pp. 31 f.). 

§ Paul Nash to the Secretary of State, September 20, 1911 (Parcel Post in For- 
eign Countries, p. 117); and Ruchet to H. S. Boutell, American Minister, Berne, Sep- 


tember 11, 1911, (ibid., pp. 237 f.), also R. E. Mansfield in Daily Consular and Trade 
Reports, January 4, 1912. 
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promotion of their own retail trade advantages greater than the 
large stores reap through low rates and flat rates for long distances." 

What the effect of parcel post will be in America is not shown 
by these reports, but it is interesting to see that the post has not 
worked to drive out the small trader, though introduced in countries 
of diverse economic organization, such as Australia, Germany, 
Hungary, and England. We are not justified in going so far as the 
enthusiast who asserts ‘‘as the catalogue house is unknown in those 
countries which have a modern parcel post and has been successful 
in this country, it would appear that instead of a modern parcel 
post favoring catalogue houses the very opposite is the case.’ 
Doubtless the reason for the failure of the mail-order business to 
develop in Europe is not so simple as this; but the parcel post has 
at least not been sufficient to create mail-order houses in Europe, 
nor has its lack been enough to check their continued prosperity 
in the United States. It is to be seriously doubted also whether 
any important proportion of the shipments made by mail-order 
houses in this country could profitably be sent by post. The high 
average weight and in many cases the great distance they must 
travel seem to insure that this business will continue to be done by 
freight shipment. 

If the success of the parcel post in foreign countries is to be 
judged by the estimation in which it is held by the public there can 
be but one conclusion. The popularity of this means of commu- 
nication is shown by its wide adoption. It has gradually made 
its way into the governmental activities of all the greater countries 
of Europe. It is extended to many of the colonies of the leading 
powers. In the East, Japan, Russia-in-Asia, and to a limited ex- 
tent, China, enjoy its advantages. Its adoption has been followed 
by a rapid development of its use. Agitation for change has always 
been in favor of broadening the service. The public has come to 
look upon the carriage of parcels by the government as one of its 
normal functions to be accepted as a matter of course. There is 


t Robert Bacon to the Secretary of State, October 2, 1911 (Parcel Post in Foreign 
Countries, pp. 83 f.). 

2J. M. Stahl in Hearings held on Post-Offices and Post Roads, House of Repre- 
sentatives, quoted by William Sulzer in House of Representatives, February 6, 1911. 
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no keen opposition or advocacy voiced in the press because the 
abolition of the facilities offered could not become a popular issue 
and their extension is with few exceptions a matter which does not 
involve class or factional interest. The broadening of the services 
is in fact due in large degree to the suggestions of those engaged in 
their administration rather than to widespread and concerted 
popular demand. Whether the government gains or loses by 
operating the parcel post can in no case be stated with exactness 
because the equipment and personnel used in handling the letter 
post are inseparable from those involved in the handling of pack- 
ages. In either case there is no doubt that public opinion would 
be aroused against any proposal to abolish or curtail this govern- 
mental activity. The social service which it performs has been so 
clearly brought home to the people that the abolition of the carriage 
of parcels would raise almost unanimous protest. 


A survey of the conditions under which the parcel post has been 
successfully operated abroad taken in connection with our own 
limited experience in its use points the way to the probable modifi- 
cations which will have to be introduced to make the system of the 
greatest service to the people of the United States. Marked as 
the success of the new system has been, our rates are still high com- 
pared to those in England under the flat-rate system. An 11 pound 
package may there be sent for 22 cents. Even within the first 
zone of the United States system the charge, at the inauguration 
of the system, was 35 cents, with a higher rate for each succeeding 
zone. It is even now higher than the English rates in all zones 
after the second.' Nor do our charges bear comparison with the 
German rates. Up to 5 kilograms, or 11 English pounds, the Ger- 
man system charges in an area approximately equal to the first 
zone in the United States only 6 cents, or less than half the rate in 
the United States. A package of the same weight can be sent to 
any distance for 12 cents. In the eighth zone in the United States 
the charge would be $1.32. The comparisons should not of course 
be made country by country. The divergence in charges within 
similar areas shows the United States service to be expensive and 


* See Order of the Postmaster-General, No. 7720, December 18, 1913. 
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doubtless indicates that we have as yet only touched the great 
body of shipments which will be made if our rates approximate 
those found in Europe.* The American rates for a shipment of 
farm produce between producer and consumer as originally an- 
nounced were practically prohibitive and even now have not been 
made low enough materially to affect retail trade? The European 
rates, especially in England, have resulted in a large development of 
retail shipments of all sorts of food-stuffs. 

Under the present rates there is comparatively little use of the 
parcel post for the heavier shipments. A reduction of rates would 
increase the use of the service for shipment direct to the con- 
sumer and probably give rise to a demand that the weight limit 
should be raised to at least the usual freight minimum of 100 
pounds. Postmaster-General Hitchcock in his annual report, 
published February 2, 1913, suggested increasing the weight limit 
in addition to reduction of rates. Since then the weight limits 
have been twice increased; after August 15, 1913, packages were 
received in the first two zones of the United States tariff weighing 
up to 20 pounds; after January 1, 1914, shipments in these zones 
might reach 50 pounds in weight and in all other zones 20 pounds.‘ 
In view of the very general tendency in Europe to increase the 
weight of shipments accepted there seems no doubt that further 
similar changes in our system will be introduced. 

Finally, there will doubtless be an insistent demand for the 
abolition of the cumbersome zone system, or at least for its simpli- 
fication. Congressman D. J. Lewis declares that under the present 
rate a 10-pound package can be carried 2,700 miles before the gov- 
ernment begins to lose on the shipment, and that a flat-rate system 
would, because of the resulting increase of traffic, more than offset 


*It is of course not to be overlooked that the systems in European countries 
enjoy an advantage over ours in that the greater density of population yields a much 
larger number of short-distance shipments. 

2See Order of the Postmaster-General No. 7718, effective January 1, 1914, and 
March 16, 1914. 

3 An exhaustive discussion of this proposal is found in a speech by Hon. D. J. 
Lewis of Maryland in the Congressional Record, September 9, 1913, pp. 4811 ff. 

4 Orders of the Postmaster-General No. 7349 (July 25, 1913) and No. 7720 (Decem- 
ber 18, 1913). 
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the losses which the government would sustain on long shipments. 


The disadvantage of our present zone system is shown also in the 
returns of the business done in January of the present year. The 
traffic represented was almost wholly that in towns and cities. 
Of the 40,000,000 total of packages handled during the month 
4,168,153 parcels were handled in Chicago, 3,519,788 in New York, 
1,151,408 in Boston, 1,035,000 in Philadelphia, 917,809 in St. Louis, 
879,768 in Cleveland, 834,000 in Brooklyn, 510,072 in Detroit, 
412,381 in Cincinnati, and 357,102 in Kansas City. Practically 
half of the business, therefore, was handled in the big cities. An 
abolition or simplification of the zone system, it is agreed, would 
have the effect of increasing country shipments and extending to 
the people at large advantages which by the present law are con- 
fined in practice to a comparatively small portion of our citizenship. 

As Postmaster-General Hitchcock declared when the service 
was inaugurated, all the arrangements in the present law are tenta- 
tive. The standards are to be altered to fit American conditions. 
So far as our experience now goes, it shows that the demand is 
growing for an increasing adaptation of European experience. 
The popular appreciation of the benefits of the parcel post will 
bring still further extension of functions undertaken, lowering of 
rates, increase of weight limits, and simplification of the basis of 
charges. 


CHESTER LLOYD JONES 
UNIVERSITY OF WISCONSIN 





FUNDAMENTAL PRINCIPLES OF PARCEL-POST 
ADMINISTRATION 


Universal and uninterrupted means of communication were 
regarded by the framers of the Constitution as essential to national 
welfare. Private enterprise alone could not safely be intrusted 
with the duty of developing and maintaining facilities adequate 
to this need of the people, and it was deemed necessary to include 
within the federal prerogative the establishment of ‘“post-offices 
and post roads.” This general provision is not qualified or limited 
in any way. 

The postal function is to neutralize the obstacles to national devel- 
opment that are inherent in distance. It is the constitutional duty of 
the national government to perform this function only in so far as it 
cannot be fully or properly performed by private enterprise. 

The national government has ever extended and amplified the 
postal system to satisfy the expanding social need for freer inter- 
course. In the beginning the service was rendered by crudely 
operated post-offices which exchanged mails by the primitive 
agencies then available. Inventive genius has since devised im- 
proved methods of transacting business and evolved quicker and 
cheaper means of transportation. As rapidly as these have been 
developed they have been incorporated in the postal system. The 
service has gone hand in hand with the advance guard of civiliza- 
tion. Its facilities have been extended to the smallest and remotest 
towns and villages in our land. Changing economic conditions 
have created from time to time need for new kinds of universal 
services. As each need has become well defined the postal service 
has been amplified accordingly. In this way have come the regis- 
try service, the money-order and postal-savings systems, free 
delivery, and, finally, parcel post. 

The postal service was at first merely a letter post. The 
physical agencies necessary to this service were soon employed also 
for other purposes. The post riders began to carry newspapers 
and parcels for accommodation and for hire. Finally the growth 
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of political controversy in the land so whetted the appetite of each 
community for printed gossip of other communities that the mails 
were impeded by the great volume of newspapers carried in the 
saddle bags with the letters, and an early postmaster-general pre- 
scribed low rates of postage for this matter. His action brought 
down a storm of disapproval and abuse on the part of the publishers. 
This was the beginning of second-class matter that is carried in 
the mails at nominal charges. The controversy relating thereto 
has endured to the present time. 

As the volume of printed matter in the mails increased it became 
necessary to protect the public revenues by restricting second- 
class mail privilege with its nominal rates of postage and to relegate 
to a third class printed matter that is not periodical in nature or 
that lacks the features of news and instructiveness. 

For the handling and transportation of letters, newspapers, 
periodicals, and books, it is necessary to provide facilities that are 
equally adequate for the handling and transportation of merchan- 
dise, which constitutes the fourth class of mail matter. The service 
rendered in connection with this class of mail was merely incidental 
and even unnecessarily limited. Packages exceeding four pounds 
in weight could not be accepted for mailing; the flat rate of one 
cent an ounce was prohibitive of local and near-by shipments, 
especially of heavier parcels; and many kinds of merchandise, 
including most farm products, were declared to be unmailable. 

The basic idea of fourth-class mail was the propriety of utiliz- 
ing facilities already established and necessary to the postal service 
for supplementing the postal revenues. The parcel post is not only 
an extension and more intelligent application of this idea; it exists 
for itself, having grown out of the failure of private enterprise in 
the field of parcel transportation. It is here at the insistent demand 
of the people for efficient and impartial administration of the 
national express facilities, and marks definitely the national recog- 
nition of the plain fact that transportation of commodities is as 
necessarily and constitutionally a postal function as is the trans- 
mission of messages and intelligence. 

The parcel post is coextensive with the postal establishment and 
the service it renders is universal. The function of the parcel post is to 
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induce the movement of and to carry those shipments, not within the 
category of freight, that it is in the interest of the people to have moved. 
The full performance of this function is limited by the physical ca- 
pacity of the postal organization and by the exigencies of public 
finance. 

The organization and equipment of post-offices and mail- 
transportation lines was more than adequate to meet the needs 
of the service prior to the establishment of the parcel post. This 
fact, together with the enthusiasm of all classes of postal employees 
and the disposition of the people everywhere to co-operate with the 
postmasters, made it possible for the Post-Office Department to 
cope successfully with the enormous volume of new business in the 
early months of 1913. The success of the parcel post was from the 
beginning clear and complete. The weak points in the postal 
network discovered under conditions of actual operation were 
gradually strengthened in the most effective manner possible and 
improvements in methods and procedure worked out for adoption 
throughout the service. 

Authorizations for additional employees have been made accord- 
ing to the need of each branch of the service as determined by the 
immediate supervisory officers and verified by the Department. 
Additional floor space has been acquired for those post-offices 
whose quarters have proved inadequate for handling the increased 
volume of mail. A tentative step in the direction of a complete 
package-collection service has been taken by designating at out- 
lying points parcel-post receiving-stations. In the light of experi- 
ence gained, the number of these stations is being gradually 
increased, wherever such action is warranted by the increasing 
volume of traffic, to afford convenient places of deposit. The 
delivery of parcels too heavy or bulky to be handled by regular 
letter-carriers has been cared for by the employment of motor and 
other vehicles, which have also been used for the collection of 
parcel-post mail from the receiving-stations. 

Both horse-drawn and motor conveyances are now being 
operated under rental contracts. The horse-drawn vehicle is the 
least expensive, but the territory it can cover is very limited. The 
motor vehicle, on the other hand, is capable of covering greater 
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distances and for this and for many other reasons is more desirable, 
but the extra cost on a rental basis adds disproportionately to the 
expense of delivery. Because of the increasing average weight of 
parcels and the consequent increasing need for vehicles, the Depart- 
ment has undertaken to ascertain the comparative cost of operating 
rented and government-owned motor vehicles. For this purpose 
a number of motor vehicles of varying types and capacities have 
been purchased and are being operated in the parcel-post delivery 
and general collection service. Data regarding the comparative 
cost and efficiency of rented and owned vehicles are being gathered 
and carefully analyzed to determine the advisability of further 


purchases. 


To avoid congestion in the railway mail service and to reduce 
the amount of car space required for distribution purposes terminal 
railway post-offices have been established in important cities. 
These terminals are located within, or in close proximity to, rail- 
road stations, and here facilities are provided for the distribution 
of raw mail and the routing through direct of maximum quantities 
of worked mail to the most distant points practicable. This plan 
makes possible not only the minimum number of handlings per 
mail piece but greatly reduces the expense for distribution facilities 
on board moving trains. 

Broad discretionary power in the administration of the parcel- 
post law was vested in the Postmaster-General. Thus he has been 
enabled to meet promptly and effectually each emergency in the 
development of the service. In view of the impossibility of fore- 
seeing the conditions of actual operation, the regulations, as a 
precautionary measure, were in the beginning rigidly framed. 
However, as rapidly as experience has demonstrated that these 
regulations restrict unduly the operation of the service and its 
usefulness to the public, they have been amended. 

When the service was inaugurated an issue of distinctive stamps 
was prescribed for the payment of postage on parcel-post mail. 
These stamps were not accepted for postage on other than fourth- 
class matter and the stamps used for other classes of mail were 
not accepted for postage on parcels. This restriction resulted in 
endless confusion and in great annoyance and inconvenience to 
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the public. The mandatory use of this special issue has therefore 
been discontinued. The advantages of doing away with the 
distinctive stamp feature of the parcel post are clear and obvious 
and far outweigh the doubtful value of the stamps as a means for 
estimating revenue. Undoubtedly public patronage of the postal 
service is simplified and facilitated by having a single variety of 
stamps valid for all purposes. The use of the distinctive stamp 
gave no basis for ascertaining the cost of the service or the volume 
of business and the revenue by zones, as the number of stamps 
outstanding in the hands of the public could never be definitely 
known. Ata less expense, the revenue from the parcel-post service 
may be more accurately ascertained by test weighings and count- 
ings during brief periods at representative post-offices. This is 
the usual method of arriving at such statistics and has the double 
advantage of not only showing by zones the revenue actually earned 
and received but also producing data from which the cost of per- 
forming the service is derived. 

The use of precanceled postage stamps on mail of other than 
the first class has been found to effect a considerable saving in time 
and expense both to the government and to the mailer. The use 
of such stamps has therefore been extended and encouraged, their 
advantages being especially pointed out to senders of large quan- 
tities of mail, and the restrictions applicable to them have been 
greatly simplified. These stamps are canceled in bulk by printing 
on them between two black horizontal lines the name of the post- 
office at which they are to be used. The use of the precanceled 
stamp is of particular advantage in the case of parcels varying 
in size and weight, as the service is relieved of the slow and expensive 
process of canceling by hand postage stamps affixed to such mail. 

The parcel-post law provided for the indemnification of shippers, 
for articles injured or lost, by insurance. The original regulations 
covering this feature provided that a parcel might be insured against 
loss in an amount equivalent to its actual value, but not to exceed 
$50, on the payment of a fee of 10 cents. Six months’ experience 
demonstrated that the uniform charge for insurance regardless of 
the amount of the risk worked against the usefulness of the system. 
Accordingly, on July 1, 1913, the regulations were amended so that 
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a mailable parcel on which the postage is fully prepaid may be 
insured against loss in an amount equivalent to its value, but not 
exceeding $25, on payment of a fee of five cents, and in an amount 
equivalent to its value in excess of $25, but not to exceed $50, on 
payment of a fee of 10 cents. The insurance feature has proved 
popular and has been largely patronized. 


Collect-on-delivery service was made ava?’able to patrons of 
the parcel post on July 1, last. This facility enables the sender 
of a mailable parcel on which the postage is fully prepaid to have 
the price of the article and the charges thereon collected from the 
addressee on payment of a fee of 10 cents, provided the amount 
to be collected does not exceed $100. Such a parcel will be insured 
against loss without additional charge in an amount equivalent 
to its actual value, but not to exceed $50. 

In view of the increase of postal revenues due to the operation 
of the parcel-post system, it was determined shortly after the close 
of the fiscal year to give to the people the benefit of this earning 
power in the form of reduced rates. The successful operation of 
the service also was held to justify an increase in the weight limit. 
Accordingly, on August 15, 1913, the rates for the first and second 
zones were reduced and the weight limit increased from 11 to 20 
pounds. It was thought proper that the increase in weight limit 
and reduced rates should apply to the first and second zones, as 
30 per cent of the entire number of shipments were addressed to 
these zones, and by affording relief on this business these changes 
would enable the public to secure the benefit on approximately 
one-third of their shipments. 

The experience gained in the operation of the system under this 
tentative revision showed that a further reduction in rates and an 
increase of weight limit were justified. With the increase in the 
volume of parcels mailed, the cost of handling was reduced, and 
as the feasibility of taking care of a far greater amount of business 
was demonstrated, no reason remained for retaining rates that 
greatly exceeded cost and were prohibitive of potential traffic, or 
from refraining from enlarging the weight limit. Accordingly, on 
January 1, 1914, the weight limit in the first and second zones was 
increased from 20 to 50 pounds and in the remaining zones from 
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11 to 20 pounds, and the rates of postage in all zones except the 
first and second, which had already been revised, and the seventh 
and eighth, in which no reduction was held to be justified, were 
substantially reduced. 

The third class of mail embraces, among other things, books and 
matter wholly in print, but not included in the second class, to 
which were originally accorded rates of postage lower than those 
prescribed for merchandise. The establishment of the parcel post 
had the effect of negativing to some extent this preferential con- 
sideration, as the parcel-post rates are lower in many instances 
than the corresponding rate on third-class mail. The parcel-post 
rates are graduated by pounds and zones, while the rate for third- 
class mail is one cent for each two ounces or a fraction thereof, 
regardless of distance. If parcel-post rates were applied to the 
latter there would be some instances in which the new rate would 
be higher. These increases are necessary to the proper equaliza- 
tion of rates on the basis of cost. Under the present flat rate of 
postage the near-by shipments of third-class mail are taxed to pay 
the cost of transportation and handling of the distant shipments. 
Every reason that induced Congress to make a separate classifica- 
tion of books, packages of seeds, and other articles the educational 
or helpful character of which entitled them to preferential rates, 
may be advanced with greater force in favor of admitting them to 
the parcel post. Action toward consolidating the third and fourth 
classes of mail should, however, be taken gradually, and for that 
reason the Department has first admitted books to the parcel post. 
It was believed, however, that it would work a hardship to apply 
to books up to four ounces the parcel-post rate of one cent an ounce, 
and from four to eight ounces the pound rates of from five to twelve 
cents. It was therefore deemed advisable to retain the preferential 
third-class rate on shipments of books weighing eight ounces or less. 

Of the many potentialities of parcel post, that which more than 
any other has attracted the widest popular interest and which is, 
no doubt, pregnant with more of benefit for all the people, is the 
shipment by mail direct from the producer to the consumer of 
farm produce in retail quantities. Accordingly this phase of the 
service has had especial consideration. The weight limit within 
the 150-mile limit has been increased to 50 pounds. The regula- 
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tions have been amended to permit the use of hampers and crates 
in the shipment of perishable farm produce in quantities exceeding 
20 pounds. These shipments will be handled outside of mail 
sacks. The regulations have also been amended so that parcel- 
post shipments may be accompanied by statements of account or 
other relevant communications. Finally, in order to stimulate 
the use of parcel post for the direct shipment of farm produce, the 
Postmaster-General has instituted a plan whereby the postmasters 
at city offices will act as intermediaries between the farmers and 
the city consumers. The plan contemplates the preparation from 
time to time of lists of those who wish to sell, for distribution among 
those who wish to buy. 

The parcel post was established for the manifest purpose of 
affording a cheaper means of transportation for mailable merchan- 
dise, and it was clearly the intention of Congress that this function 
should be limited in performance only by the considerations of 
cost and conservative postal administration. It is believed, there- 
fore, that the parcel post should be made eventually to serve the 
people as fully and completely as possible without interfering with 
the efficient conduct of the postal service, and that changes in the 
regulations that will have the effect of increasing the volume of 
parcel-post mail should be made gradually and only after experi- 
ence and investigation have shown that they may be put into effect 
without loss or detriment to the service. 

Parcel-post rates and conditions of mailability must be revised 
from time to time with a view to inducing the movement of traffic 
that will promote the welfare of the people. Such traffic embraces 
primarily the shipment direct from producer to consumer of those 
commodities that are consumed in the form in which produced. 
The intrinsic value of many such shipments, however, is so slight 
comparatively that the direct transaction cannot be secured by any 
increase in the limit of weight or decrease in the rate that is feasible. 
The full realization, therefore, of the parcel-post function is not 
possible under present conditions of transportation. 

The objective of the present administration in conducting the 
parcel post is so to perfect the organization that the constantly 
increasing volume of mail may be handled with maximum efficiency. 
The business of the postal service is perhaps the best example of 
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an undertaking governed by the law of increasing returns, for its 
operations are characterized by the fullest response to this principle. 
Thus, the increasing volume of traffic will be carried at a constantly 
decreasing rate of cost per shipment and the increment accruing 
therefrom wiil be available for distribution in service benefits and 
reductions of rates, provided that the efficiency of the postal 
service be maintained in every respect. The necessary enlarge- 
ment of the carrying capacity that will accompany the growth of 
the traffic will make feasible more liberal regulations regarding 
conditions of mailability. 

Railway mail pay has a vital bearing on parcel-post rates. 
A basis of payment should be arrived at that will secure to the 
railroads adequate compensation for the service rendered and to 
the government a fair proportion of the increment accruing from 
the decreasing rate of cost occasioned by the increasing of the traffic. 

The ethical justification for the government entering the field of 
parcel transportation in competition with private enterprise lies in 
the principle of the greatest good to the greatest number. Parcel 
post reaches everywhere, whereas private expresses extend their 
operations only to profitable territory. The nature of the business 
is monopolistic. Rates unreasonably high and service unduly 
restricted, as well as unsatisfactory in kind, were notoriously 
characteristic of the system developed under private enterprise. 
A clear example was presented of a part of the postal function 
that was not being fully or properly performed from the view- 
point of the public interest. It was the duty, therefore, of the 
government to institute and develop a service that will move the 
traffic that the interest of the whole country requires shall be moved. 

The establishment of the parcel post will not necessarily have 
the effect of driving private enterprise from the field, because the 
government’s rates must be based on universal service and be so 
fixed as to carry the burden of all unprofitable operations. The 
effect will be rather to regulate rates and insure satisfactory service 
within the field of private operations by constituting a latent com- 
petition, and at the same time to provide parcel-transportation 
service to and from those outlying points that could be reached in 
no other way. 

Every addition to the volume of postal business makes possible 
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the attainment of a higher degree of institutional efficiency. Parcel 
post, during the first year of its operation, contributed more than 
six hundred million parcels to the mails. This accession discovered 
the need for improvement in methods and for reorganization of 
personnel. Accordingly, the Postmaster-General directed that 
commissions of postal experts be dispatched to principal points to 
study carefully the methods in vogue and to ascertain the best ways 
of performing each postal operation and the best plan of organiza- 
tion and work. As rapidly as the recommendations of these experts 
are put into effect and found successful at initial points, they are 
applied wherever conditions are similar. The establishment of 
the parcel post has therefore enabled the Postmaster-General 
to enter upon an effective campaign for the standardization of 
methods and equipment and the most compact organization of 
personnel, which must greatly enhance the efficiency of the whole 
system. The continuing growth of the parcel post, together with 
other postal business, will accentuate the constant need for the 
most intelligent and direct supervision, which will insure satis- 
factory service. The accelerated increase in the number of mail 
pieces, moreover, will reduce the cost of each postal operation. 

Phenomenal as has been the growth of the parcel post, those 
responsible for its administration have not been led away from the 
conservative practice of making every extension on an empirical 
basis. It is recognized that the parcel post is in its infancy and 
that the benefits to be derived from a full performance of its func- 
tion can be realized soonest by the exercise of the greatest possible 
care in its formative period. Therefore, every change in rates 
and conditions of mailability has been made only after the most 
thorough study and analysis of carefully gathered statistics and 
actual service conditions. 

Eventually parcel post should provide universal parcel- 
transportation service, moving, at true economic rates, a sufficient 
number of direct shipments to reduce materially the cost of living 
and to ameliorate the condition of all the people. Cautiously, 
vigilantly, earnestly, enthusiastically, the present administration 
is addressing itself to the attainment of this ideal. 

DANIEL C. ROPER 


First Assistant Postmaster-General 
Wasuincton, D.C. 





CANADA’S PARCEL POST 


The Dominion of Canada is now served by a full-fledged parcel- 
post system. The insurance feature is still to be brought into 
operation, but provision for it is made in the regulations and its 
realization may be expected at an early date. Otherwise, the new 
Canadian parcel post is the equal of any in the world in the suit- 
ability of its organization to geographical and topographical con- 
ditions. The legislation, which is modeled after that of the United 
States, but with certain modifications prompted by considerations 
of the peculiar situation in the Dominion, became effective in a 
limited form on February 10, 1914. It was the intention to allow 
three months for organization under the limited system, and for 
this reason a maximum of 6 pounds in weight was fixed for the 
months of February, March, and April. But the Post-Office execu- 
tive found that the department was in a position to handle the 
additional business expected under the full parcel post and, under 
date of March 4, instructions were issued from Ottawa that the 
limit be raised to 11 pounds, the change to be effective forthwith. 
Provision had also been made in the original regulations that an 
additional fee of 5 cents, to be prepaid in postage stamps, should 
be charged during February, March, and April—the organization 
period—on each parcel mailed for local delivery in places where 
the letter-carrier system was in operation. This, too, was repealed 
by the supplementary instructions of March 4. 

Although not so geometrically perfect as the system established 
in the United States, the Canadian organization has at least the 
merit of greater simplicity. The zone system is adopted, the Prov- 
inces themselves being taken as the zones. The three Maritime 
Provinces of Nova Scotia, New Brunswick, and Prince Edward 
Island are grouped for the purposes of the parcel post and considered 
as one zone. In addition, there is a local zone, including the place 
of mailing and any post-office within twenty miles of it, regardless 
of provincial boundaries. There is, of course, the double grading 
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of rates, on the bases of weight and zones. By weight are provided 
eleven rates in each zone, one rate for each successive pound or 
fraction thereof, from 1 to 11 pounds. For every post-office in 
the Dominion there are six zones, for each of which the parcel- 
post rates are graduated in accordance with weight. The six 
zones consist of: one local, including the place of mailing and any 
post-office within twenty miles; one intra-provincial; and four 
inter-provincial. There are, in all, 66 rates, covering the whole 
parcel-post system of Canada, the minimum being 5 cents and the 
maximum, $1.32. Provision is made, however, for an additional 
charge to meet the extra cost of transportation on parcels addressed 
to, or posted at, offices in certain outlying districts, when such 
parcels have to be conveyed more than one hundred miles by a 
continuous stage service, such districts to be designated by the 
Postmaster-General. The optional insurance fee is additional. 
Rates of postage on articles accepted for transmission by parcel 


post are: 

a) Five cents for the first pound and 1 cent for each additional 
pound or fraction thereof, up to 4 pounds, and 2 cents for each 
subsequent pound up to 11 pounds, within a radius of twenty miles 


from the place of mailing, irrespective of provincial boundaries. 

b) Ten cents for the first pound and 4 cents for each sub- 
sequent pound or fraction thereof, for all points in the province 
in which a parcel is posted, outside of the twenty-mile radius. 

c) Ten cents for the first pound and 6 cents for each additional 
pound or fraction thereof, for all points outside the province in 
which a parcel is posted, and beyond the twenty-mile radius, with 
an additional charge of 2 cents a pound for each province that has 
to be crossed to the destination of the parcel, not including the 
province in which it is to be delivered, up to a maximum of 12 cents 
a pound. 

The charge for any parcel shall not be greater than 1 cent an 
ounce. 

In the above rules, the three provinces Nova Scotia, New 
Brunswick, and Prince Edward Island are to be treated as one. 

In tabular form, the rates appear as given in Table I, in accord- 
ance with the principles of computation given above. 
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It may be noted that, because of the provisions limiting maxi- 
mum rates, the rates between Ontario and points in British Colum- 
bia are no lower than between Quebec or the Maritime Provinces 
and such British Columbia offices. In effect, therefore, the extreme 
Eastern or the extreme Western Provinces are not penalized by 
their geographical position, so far as the parcel-post rates are con- 
cerned, but secure rates as low as if these provinces were practically 
in the center of the Dominion. On the other hand, no province, 
with the exception of Manitoba, has any considerable advantage 
in the parcel-post rates by reason of occupying a central position 
among the Provinces of the Confederation. 

A parcel-post service has been advocated more or less seriously 
in Canada for years, success of the British system being urged in 
support of the ill-matured proposals. The discussion in the United 
States, prior to inauguration of the parcel-post system there on 
January 1, 1913, aroused such general interest in the Dominion 
that the reform was eagerly seized upon by propagandists both in 
Parliament and without. In many circles the parcel post came 
to be considered as a solution of the high cost of living, a means 
of salvation from excessive freight rates, an effective remedy for 
rural depopulation, and a specific for other community ills. No 
organization platform was up to date or complete without a parcel- 
post plank. It was pointed out as an anomaly that the Canadian 
Post-Office Department, under the Postal Union agreement and 
the convention with Great Britain, carried parcels for others but 
not for residents of the Dominion between points within Canada. 

There already existed in Canada a limited parcel-post service, 
although it was not so designated. A quarter of a century or more 
ago there was established a domestic fourth-class-matter rate of 
I cent an ounce on merchandise of ail descriptions, such as con- 
fectionery, dry goods, groceries, hardware, etc. The limit, how- 
ever, has been 5 pounds. Repeated attempts to increase it to 
11 pounds, and at the same time to reduce the rate, have met with 
little favor on the part of the administrative officers of the Post- 
Office Department. As a result, prior to the recent inauguration , 
of the parcel post in the Dominion, limitations upon parcels for 
domestic delivery remained at 5 pounds in weight, and, in size, at 
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30 inches length by 1 foot depth or width. Such packages have 
been charged with postage at the flat rate of 1 cent per ounce, 16 
cents per pound, and a maximum of 80 cents, exclusive of an 
optional registration fee of 5 cents. Between Canada and the 
United Kingdom there has existed a parcel-post service with a 
weight limit of 11 pounds and size restrictions of not over 2 feet 
in length by 1 foot in depth or width. The value must not exceed 
£5. Under this service the postal charge from Canada is 12 cents 
for each pound or fraction thereof, to the weight limit. The effect 
has been that a parcel sent from Montreal to Toronto by post as 
fourth-class matter was subject to a higher charge than a similar 
parcel by post from London, England, to Toronto." 

Provision for a parcel post in the Dominion was already on 
the statute books. Section 74 of the Post-Office Act vested in the 
Postmaster-General power to “establish and maintain a parcel 
post within Canada and... . arrange with the government of 
the United Kingdom, any British possession, or any foreign country 
for the reciprocal receipt, transmission, and delivery of parcels. 

” Under the prompting of public demand, when the parcel 
post was inaugurated in the United States the Canadian Post- 
Office Department followed the operation of the new system closely, 
and semi-official visits were made to border cities and to Washing- 
ton by Superintendent Ross and other officials. Acting upon the 
favorable report of the investigators, the government decided that 
the time was ripe for adoption of a parcel post in Canada. But 
the Dominion presented a problem different from that of Great 
Britain or the United States. The British Isles have an area of 
only 121,390 square miles, as against an area in the Province of 
Ontario alone of 260,862 square miles and in the entire Dominion 
of 3,907,000 square miles. Great Britain has a population of 


* Since adoption of the parcel post in the United States, parcels may be posted 
in the Republic for delivery in Canada. These are chargeable at the domestic parcel- 
post rate, but the Canadian Post-Office authorities refuse to accept for delivery parcels 
of United States origin which weigh in excess of 2 kilograms, or 4 pounds 6 ounces, the 
latter being the limit under existing Postal Union conventions. This limit, established 
prior to inauguration of the parcel post in either country, has continued unchanged. 
A new arrangement is now necessary, and will doubtless be made before very long, 
providing for an interchange of packages of greater weight than is acceptable at 
present, probably up to 11 pounds. 
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44,000,000, as compared with only 2,500,000 in Ontario and little 
more than 7,000,000 in all Canada. The United States is inhabited 
over a much greater width of country than is the Dominion, while 
its population exceeds 90,000,000; its rural districts are distinctly 
better organized; and its mail-service organization is superior. 
The extent of the Dominion and its sparsity of population rendered 
impracticable and untenable a self-sustaining parcel post on a 
flat-rate basis. The zone principle was accepted as the only one 
capable of successful application in Canada, but the zone scheme 
as adopted is free from the elaborate complication of the United 
States system. Instead of some 5,000 different maps and guide- 
books, the Canadian system is so ordered that a comparatively 
few lines placed in the hands of the local postmaster are adequate 
to explain the whole situation to him. 


TABLE II 


; : ; 
| Lb. | 2 Lbs. | 3 Lbs. | 4 Lbs. | 5 Lbs. | 6 Lbs. 





| 
United States local rate. .... \$o. $0.06 |$0.07 |$0.08 $0.09 [$0.10 
Canadian local (20 miles) rate...... >| 05 Ol .o7F .08 20} .39 
United States first-zone (50 miles) rate .o8 | .11 


o Lbs 





United States local rate. .... ...|$o. $o.12 |$o.13 | 
Canadian local (20 miles) rate.........) . | .16 
United States first-zone (50 miles) rate | .23 | .26 





Owing to the complexity of the United States system, and the 
incompleteness of rural mail organization in the provinces other 
than Ontario and Prince Edward Island, and even in these, it was 
deemed inadvisable to follow the United States model in detail. 
The zone system actually adopted has already been outlined and is 
well adapted to conditions—political as well as geographical— 
inthe Dominion. Instead of the local and rural delivery rate under 
the system in the United States, the Canadian authorities estab- 
lished the local rate, regardless of provincial boundaries, within a 
twenty-mile radius. For example, parcels posted in Hull, in the 
Province of Quebec, for delivery in Ottawa, Ontario—the two 
municipalities face each other across the Ottawa River—are charged 
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under the local zone rate, which is lower than the intra-provincial 
and much below that obtaining for inter-provincial deliveries. 
The Canadian parcel-post local rates lie between the local or rural 
delivery rates and the first-zone rates under the United States 
system. The comparison is given in Table II. 

The schedule of rates on parcels posted in one province for 
delivery within a province immediately adjoining lies between those 
of the fourth (600 miles) and fifth (1,000 miles) zones of the United 


States system: 
TABLE III 





3 Lbs. 4 Lbs. | 5 Lbs. | 6 Lbs. 








United States fourth-zone (400 miles)! 


$0.20 |$o. 26 $0.32 '$0.38 


Canadian rate from one province to a) 
province immediately adjoining 
United States fifth-zone (1,000 miles) 








United States fourth-zone (400 miles)| 


Canadian rate from one province to al 
province immediately adjoining. . 
United States fifth-zone (1,000 — 








The maximum rates under the Canadian parcel-post system 
of 12 cents per pound on parcels which have to be carried across 
two or more provinces to their destination are identical with the 
maximum or eighth-zone rates in the United States. 

The Canadian parcel-post regulations, except as regards the 
zone scheme itself and the rate schedules, are in general similar to 
the original system in the United States, though there have never 
been special parcel-post stamps in the Canadian system and the 
payment of postage on parcel-post packets has been effected by 
the regular postage stamps.‘ The general size limit in Canada is 

* Opinion was divided among those who interested themselves in the question 
in Canada, as to the advisability of requiring a distinctive parcel-post stamp and 
refusing to recognize ordinary Canadian postage stamps on parcel-post matter. 
After consideration, the government decided that the disadvantages of the distinctive 
stamp system outweighed the advantages. Other methods will be employed in com- 
puting the cost and return on the handling of parcels as a branch of the post-office 
service. 
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30 inches in length by 1 foot in width or depth, but parcels will 
be accepted up to 3 feet 6 inches in length, provided that the com- 
bined length and girth does not exceed 6 feet. The United States 
limit was simply 72 inches in length and girth combined. The 
prohibited matter is practically the same, and intoxicating liquors 
are banned in both systems. Both provide for insurance of parcels 
sent by parcel post, at the option of the sender. In the United 
States a parcel may be insured against loss to its actual value, but 
not to exceed $50, on payment of a fee of 10 cents in stamps. The 
Canadian Post-Office Department, as soon as the insurance feature 
of the system is inaugurated, will insure parcels to their actual value, 
not to exceed $25, upon payment of a fee of 5 cents in stamps. 
To a company using the parcel post extensively and insuring its 
parcels, the difference of 5 cents on each package, as compared with 
the United States system, will amount to a considerable aggregate 
saving in the course of a year. Insurance, not to exceed $50, is 
provided for in the Canadian parcel-post system on payment of 
a fee of 1o cents. In view of the provision for insurance of parcel- 
post matter and the furnishing of receipts for such mail when 
insured, the necessity for registration is removed, and the regula- 
tions of both countries provide that parcel-post matter shall not 
be admitted to the registered mail. Pending inauguration of the 
insurance feature in the Canadian system, however, parcel-post 
packets are admitted to registration at the regular fee of 5 cents 
per parcel. 

Adoption of the parcel post in Canada was effected without 
serious opposition from any source. Fora time the retail merchants 
were doubtful and threatened hostility. But their objections were 
met satisfactorily when the system was explained. They feared 
that the parcel post would militate against the interest of 
merchants in villages and towns by serving chiefly the large 
departmental stores of Toronto, Montreal, and Winnipeg. It was 
pointed out to them that the local rate was sufficiently low to 
afford some advantage to the village or town storekeeper. Follow- 
ing a conference with representatives of the Retail Merchants’ 
Association, when the government’s proposals were carefully can- 
vassed and objections considered, Hon. L. P. Pelletier, postmaster- 
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general, was able to announce that the association not only had 
withdrawn its former opposition, but frankly approved and indorsed 
the bill. 

The parcel post provides a speedy and cheap carriage of small 
parcels for a very considerable portion of the Dominion which js 
not served by the express companies. There are in Canada some 
14,475 post-offices, of which 9,689 are off a line of railway. These 
latter were very inadequately served, even for the carriage of small 
parcels, prior to adoption of the parcel-post system. Since offices 
of the express companies number only some 5,500, the new system 
is affording relief to nearly 9,000 points which the express companies 
do not reach. 

There is a very great interest in a comparison of the parcel- 
post and express rates and considerable attention has been given 
to the questions which service is the cheaper and to what extent. 
For a few selected representative points in the Dominion the tariffs 
compare as shown in Table IV. 

The Traffic Department of the Toronto Board of Trade recently 
made a useful comparison of the parcel-post and express services, 
considering the conditions entering into the value of each. A 
comparative schedule was compiled, in this connection, showing 
the respective charges on shipments of from 1 to 11 pounds from 
Toronto to each of some 550 points in the various provinces. 
Analysis of the rate table shows: 


In so far as charges to points within the so-called ‘neutral’? 20-mise zone 
are concerned, the parcel post is lower in every instance. 

The rates to points within a radius of approximately 300 miles are some- 
times in favor of the parcel post and, in others, the express companies, the 
advantage of the latter applying more particularly to shipments weighing 6 
pounds and over. This feature in favor of the parcel post would appear 
somewhat significant, when it is recalled that, in the investigation made by 
the Interstate Commerce Commission in 1912, it was developed that the 
average weight of shipments under 11 pounds carried by the express companies 
of the United States was approximately 5 pounds, and we can assume that our 
conditions would be similar. 

The parcel-post charges to points beyond the 300-mile radius are prac- 
tically in all cases lower than the express merchandise rates; in fact, the 
farther the distance the greater the difference. 
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This comparison is made on the bases of the non-insurance rates 
published by the Post-Office Department and the merchandise 
express rates on one or more packages published by the express 
companies. But these figures should not form the sole basis of 
consideration and comparison. The functions performed by the 
two methods of carriage should be taken into account in determin- 
ing the relative merits and value of the services. These additional 
factors are considered in the following quotation from the Board 
of Trade News: 

At 373 of their 5,500 offices, the express companies perform a wagon 
service, without charge to their patrons, within such limits as may be pre- 
scribed by the Board of Railway Commissioners. The Post-Office Depart- 
ment’s letter-carrier system is in operation at 50 points. It should be borne 
in mind that, while the express companies’ service includes collection as well 
as delivery at these stations, the parcel-post regulations cover only free delivery, 
the senders being required to post outgoing parcels. 

The parcel-post regulations do not provide for the giving of receipts, or 
payment of any indemnity for loss of, or damage to, uninsured parcels. The 
government’s plan of insurance is not yet in operation, parcels being registered 
in the interim, but the rates, when the effective date has been fixed upon, have 
been placed at 5 cents per package for valuation not exceeding $25; over $25 
and not over $50, 10 cents per package, except that Section 4 of the Regulations 
provides that certain commodities cannot be insured. 

The express companies, on the other hand, give receipts, and their charges 
include insurance for a valuation not exceeding $50 per shipment, and a 
graduated scale of insurance rates is provided for valuation exceeding $50, 
with no restriction as to commodities. 

The postal regulations require that senders affix stamps sufficient to pre- 
pay all charges. Shipments by express may be forwarded with charges “‘to 
collect,” except to non-agency stations and upon such commodities stipulated 
in the Express Classification as requiring prepayment of charges. 


Relative to the parcel-post and express services in the United 
States, the Board of Trade News makes the following statement, 
which is significant, inasmuch as it represents pretty generally 
the view of the business men’s organizations of the Dominion: 


The conditions and feeling prevailing in the United States with respect 
to the parcel-post and express services are different from those in Canada. 
The postal authorities in Washington inaugurated a parcel-post service a year 
ago, with a weight limit of 11 pounds. Since that time the general weight 
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limit has been increased to 20 pounds, with a so-pound limit covering a re- 
stricted area. It would now appear that there is under consideration a pro- 
posal to further extend the weight limit to 100 pounds. This has met with 
some opposition both in the press and by commercial organizations on the 
grounds that to increase the parcel-post limit to 100 pounds will practically 
put the express companies out of business, and which would not be in the best 
interests of the trade of the country. The express companies perform a service 
which the parcel post does not, nor cannot under present conditions. There is 
ample room for both services, and it is held not to be in the best interests of 
the shipping public that either the government or the express companies have 
a monopoly of the package-carrying business. 


Then follows this comment on the difference between the 
parcel-post rates in Canada and in the United States: 


The Canadian parcel-post rates would appear to be higher, in some 
instances, than those in the United States for similar distances, but it should 
be remembered that the service on the other side of the border is given prac- 
tically at cost of operation by the Post-Office Department, no provision 
having as yet been made for additional remuneration to the United States 
railways, who, having lost a proportion of their express traffic to the govern- 
ment’s system, are now carrying the same business for the government as parcel 
post. The Canadian government has made such provision, having recently 
authorized an increase to our carriers, having in view the additional matter 
which they will be required to carry as parcel post. 


All Canada did not rush into the sending of merchandise and 
produce of various kinds by parcel post. The cost of living is still 
high and the middleman is still with us. The novelty of the service 
was responsible for a good start, but the early patronage was not 
permanent. Prior to March 4, the weight limit was only one 
pound higher than under the fourth-class-matter regulations which 
had been in force for years and, consequently, there was little 
added incentive for the use of the parcel post in preference to the 
express service. But with the higher weight limit, and the novelty 
now worn off, the parcel post is fulfilling a needed function in the 
carriage of small parcels at low rates, and a healthy growth in the 
new service is reported from all parts of the Dominon. The 
people are being educated to it and the results are thoroughly 
satisfactory to the Post-Office authorities. Major George Ross, 
superintendent of post-offices in Canada, recently returned from a 
tour of inspection through the Western Provinces and reports that 
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the parcel post is working smoothly and the business is rapidly 
expanding. The large departmental stores and retailers in many 
branches of trade are more and more availing themselves of the 
parcel-post service. The advantages of the latter are becoming 
better understood and its potentialities realized. A more extensive 
and more general use is the result. Development will be steady, 
perhaps slow, and, it is to be expected, very largely a recapitulation 
of the experience of the United States with its parcel post. There 
is a well-defined place for the new service in the economics of the 
Dominion, alongside the express system of the railways. Com- 
petition between the two will be limited, the one rather supple- 
menting than competing with the other. In the future there may 
be a further encroachment of the parcel post upon the business, 
over the 11-pound limit, handled by the express companies. As 
yet there is no audible demand for such extension of the govern- 
ment service and it is pretty generally admitted that the parcel 
post is capable of a large development within its present field. It 
is proving a valuable and needed agency for the carriage of small 
parcels and is destined to become an economic factor of increasing 


importance. i: tiki 
\ OY EAVER 
Toronto, ONTARIO 





DAVENPORT’S COMPETITIVE ECONOMICS: 
I. FRUITS OF THE NEWER THEORY 


Judgments will vary as to what are the main propositions of 
this book. This variation will result, not only from the subjective 
viewpoints of the readers, but also from the shifting position of the 
author. I submit that the leading features of this volume, in 
respect to the fundamental theory, marking it as “modern,” and 
distinguishing it from the older so-called orthodox distributive 
theory, are as follows: 

1. The abandonment of the categories of land and of artificial 
capital. 

2. The adoption of the value concept of capital and its appli- 
cation both to land and to artificial agents. 

3. The treatment of capitalization as a process of estimation, 
applicable to all incomes that can be put into salable form. 

4. The treatment of cost of production, not as connected with 
a labor sacrifice, but merely as a business calculation of the price of 
goods at any intermediate stage of exchange. 

5. The treatment of cost in all cases, broadly viewed, as the 
result of price rather than as the cause of it. 

6. The recognition of the ambiguity in “capital,” it being taken 
either as a means of individual acquisition, or as a source of social 
incomes, from which ambiguity results a confusion of individual 
and social welfare. 

These ideas, which have become pretty familiar to most Ameri- 
can students in the last few years, are, of course, rejected by the 
Ricardian cost-of-production school, and they seem to mark 
Davenport as a progressive in relation to the revision of fundamental 
theory now in process in America. But these ideas are here pre- 
sented by the author as if they were almost entirely novel, in a 
volume bringing together, with the fruits of others’ labors, the fruits 
of his own earlier essays in which he had sharpened some features 
of the doctrines. There would be much less difficulty in judging 

tThe Economics of Enterprise. By Herbert Joseph Davenport. New York: 
Macmillan, 1913. 8vo, pp. xvi+544. $2.25. 
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his theoretical position and in appraising his real contribution 
had he not sought to ignore all connection with others of like 
opinions. The evidence of this purpose is both of a negative and 
of a positive character. Negative is the fact that in this book of 
a highly specialized theoretical nature there are given to the reader 
only the meagerest hints of previous writings, and often no hint 
whatever, even where the text is but an expansion and illustration 
of ideas already fully developed by others. Such a standard of 
scholarship is to be condemned, for, without conscientious references, 
essays in the field of controverted doctrines can attain but little 
of their possible service. 

Positive evidences of the purpose above mentioned are repeated 
statements to the effect that the ideas expressed by the author are 
in advance of all contemporary economic opinions, when they are 
mainly in accord with the opinions held by members of the psy- 
chological school, and out of accord merely with the older Ricar- 
dian economics. There is, it is true, a recognition at one point 
that the notion of capital he is accepting is held by some other 
writers, though by whom or when held is not indicated. Reference 
is made (p. 161) to a “long and bitter controversy,” and to other 
questions which still “divide the science,” and it is said that “the 
later view” is the one “‘presented here.” Beyond this obscure 
remark there is no reference in this connection, and no clear refer- 
ence anywhere, to the movement of thought of which the present 
book is but a part, and without a knowledge of which it cannot be 
properly judged by any reader. 

In summing up the doctrines of /aissez faire, and of an ambigu- 
ous social concept of capital which he opposes, Davenport ex- 
pressly attributes them to all his contemporaries: 


For all these are the concepts and categories and doctrines of current 
economics in general. They are the common property of the classical and of 
the modern. This equipment of terms and theories and presuppositions is 
the common possession of economic thought in the large—not of this school 
or the other, not of ancient or of modern, not of cost doctrinaires or of utility 
doctrinaires, but of the genus economist in general [p. 515]. 


After pursuing this policy of neglect and unconscious misrepre- 
sentation, Davenport casts at his contemporaries one more ungrate- 
ful dart. This he does in the preface (proverbially the last thing 
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written ina book). The preface begins: “In questions of economic 
theory the writer conceives himself, as among his colleagues of the 
craft, to be in essentials rather a conservative than an innovator.” 

“The moderns,” as he calls them, whom he has ignored through- 
out the book, he then reproves “‘for the violence done by them to 
the older doctrine.” His purpose he declares to be “to reconstruct 
the established principles and categories”; and more in the same 
chiding spirit. Unless there is some meaning here not readily 
apparent, this is meant to give the cut direct (intellectual, of course, 
not affectional) to those American economists who have for two 
decades been developing a progressive economic theory. There 
are many of us who should like to agree with the main features of 
the author’s arguments. We should like to greet him as one of 
“the moderns,” but he passes us by on the other side. But for 
this, I should point to the present book as in some respects a further 
fulfilment of the forecast in my paper of the year 1900 on “The 
Next Decade of Economic Theory,” a forecast which had already 
in 1910 been in large measure justified. In its main principles and 
categories, the book under discussion is in measurable accord with 
the American psychological doctrines. If, however, the author 
is to be taken at his word in the preface, I know not what interpre- 
tation to put upon the theoretical content of the book. Whether 
the preface is meant as a bit of mischievous humor to confuse the 
conservative critics, or whether as an apology, or whether as an 
odd way of showing contrition for the radical conclusions of the 
final chapter, is still an enigma. In any case, the preface gives a 
real Stocktonian Lady-or-the-Tiger tone to the whole book. Only 
this is sure: the orthodox-economists will have nothing to do with 
Davenport’s theory; and he will have nothing to do with that of 
anyone else—progressives, single-taxers, or socialists. His outlook 
is lonely. 


Il. THE PRICE CONCEPTION OF ECONOMICS 


Let us turn now to the novelties of doctrine. The chief of these, 
which indeed gives form to his whole presentation and doubtless 
determines the title of the book, lies in his conception and defini- 
tion of economics as limited entirely to the realm of exchange in a 





DAVENPORT’S COMPETITIVE ECONOMICS 553 


money economy, that is, to a régime of monetary price. This is 
connected with, and develops out of, one of the general ideas of 
the book, that individual gain does not coincide with social wel- 
fare, and particularly that capital in the possession of the indi- 
vidual need not correspond with wealth as a substantial resource 
in the community. Thus far the idea is not new, for it was appar- 
ent to many of the earlier dissenters from the doctrine of laissez 
faire, such as Lauderdale and John Rae, and it was not ignored even 
by Ricardo and Malthus, as is shown in their attempts to distin- 
guish between “‘value and riches and their distinctive properties.” 

While an almost unbroken series of students has recognized 
the need of this contrast, the word “capital” continued to be used 
ambiguously, to the confusion both of theory and of practice in 
economics. In America, J. B. Clark started a new line of inquiry 
and of effort at classification when he presented his value concept 
of capital.’ Others took up this idea, showing more fully how 
capital as a concept of private possession was to be contrasted with 
social wealth. Some unwarranted inferences were drawn from this 
proposition, and these called forth a protest from Professor Com- 
mons.? He declared that the newer tendency was the philosophy 
of business economics, and not a true political economy. This 
distinction, he said, “‘is especially called for when business economy 
sets itself up as the real political economy. The work of Clark, 
Fetter, and Fisher is admirable and indispensable, not only in its 
own sphere of business economics, but also as a contrast to the 
sphere of political economics.” An error in this comment lay in 
the assumption that the newer criticism was responsible for intro- 
ducing this particular confusion, which .in truth had always per- 
meated economic thought. The newer criticism, at least a part 
of it, had but revealed the cause of error, and thus had made 
possible the ending of error. 

Of any recognition that the capital concept has had such a his- 
tory, there is no trace in this book. Not a footnote betrays to the 
reader that the value concept has any following among American 


* Capital and Its Earnings, 1888. 


2“Political Economy and Business Economy,” Quarterly Journal of Economics, 
XXII, No. 1 (November, 1907), 120. 
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economists. The numerous students, however, who now see that 
the capital concept is essentially of this private and acquisitive 
nature will have difficulty in following Davenport in his definition 
of economics in terms of price and of private capital, leaving out 
the public and social aspects. After proposing to define political 
economy, “in the present competitive order” (p. 24), he arrives 
at the following: “the science that treats phenomena from the 
standpoint of price—therefore, mostly, industry and business” 
(p. 25). He has just given what he calls a definition of price, as 
follows: “The price of any specific thing (good) reports its exchange 
relation to money Price is merely a particular instance 
of value—the case where one of the exchanged goods is money” 
(pp. 23-24)." 

Price is made thus the mark of economics. “Price, then, must 
attend and characterize all things that are economic; and all 
things so attended are so far economic in character” (p. 25). This 
definition at once creates many troubles. It excludes many things 
which Davenport is soon compelled to recognize as part of eco- 
nomics. It excludes the subjective problems of value, and the 
problems of the self-sufficing economy, and yet he says: “The 
fact fundamental to the production of goods is the desire for goods” 
(p. 3). It excludes the impersonal relations of man with his envi- 
ronment, yet he has just said: “For our present purposes, the 
human race as producing agent in its relation to its environment is 
the subject-matter of our study” (p. 5). It excludes barter and 
all acts and goods related thereto, and yet he later says: “It will 
not do to assert that all goods in the present society are produced 
for sale, but only that, in the competitive order, production for sale 
is the characieristic fact of that order, and the fact about which 
most economic problems center”’ (p. 355). It excludes all incomes 
not in money form, but later he brings in not merely ‘psychic 
incomes,”’ purchased by means of money, but all psychic incomes 
whether expressed in terms of money or not. This reversal of the 
plain sense of the definition is done by the simple expedient of 
introducing the idea of reservation prices, or refusal prices (p. 128), 


t For conclusions adverse to such a definition of price, see my article in the Ameri- 
can Economic Review, II, No. 4 (December, 1912), 783. 
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and then assuming a hypothetical price for everything (p. 490). 
It becomes part of his problem of distribution to explain the dis- 
tribution not only of money incomes in society, but ‘‘of all those 
things that, were they exchanged, would command a money price” 
(p. 490). As eggs eaten on the farm could be marketed, they 


jective valuations thus being imagined to be prices, the chapter is 
summed up: “It should now be clear that . . . . not only does all 
of this aggregate [total income of society] accrue in terms of price, 
but also that it is distributed under the price mechanism, in the 
form of price shares.” The psychological elements which at the 
outset he sought to banish from economics return to reassert their 
right to a place, to the confusion of his usurping definition.’ 

A price-régime definition of economics, and, above all, a defini- 
tion in terms of mere monetary price, is indeed most reactionary. 
It is far less adequate than Adam Smith’s idea that ‘every man is 
rich or poor according to the degree in which he can afford to 
enjoy the necessaries, conveniences, and amusements of human 
life’ (Book I, chap. v). It is less adequate than Bastiat’s now 
rejected view that “c’est cet échange de services qui fait la matiére 
de l'économie politique.” 


Ill. THE LOAN-FUND THEORY OF INTEREST 


In his earlier book (Value and Distribution, 1908), Davenport 
seemed to be approaching the view that the real problem of interest 
was found in capitalization, and that the rate of time discount was 
prior to the interest rate. What was distinctive in his view 
(besides an eclectic attitude on productivity) was an incipient 
loan-fund theory, that “‘the rate of time discount is a rate fixed and 
determined in the loan-fund market; all properties—instrumental 
or other—that command a hire receive a value through the appli- 
cation of this interest rate to the computation of the present worth 
of these hires.” 

* For a discussion of the price definition, see my article in the American Economic 


Review, loc. cit. The reservation price, which becomes the greater part of Daven- 
port’s price concept, is there shown to be a troublesome substitute for valuation. 


? Value and Distribution, p. 248. 





556 JOURNAL OF POLITICAL ECONOMY 


We have now a fuller discussion of this theory, comprising, with 
the preliminary material on debts, credits, and banks, fully one- 
third of the present book. What, then, is this loan fund which 
promises to be the central fact in the interest theory ? 

The loan-fund form of capital is a fund of purchasing power seeking bor- 
rowers—a fund made up of the standard commodity and of units of credit 
interchangeable with it [p. 342]. 

There exist against society in the form of hoarded money, or against banks 
in the form of bank-notes, deposits, and savings accounts, or aguinst individuals 
in the form of different species of claims, rights of direction over the appli- 
cation of labor and commodities. Every credit represents such a right. The 
loan market consists of these rights and of nothing else [p. 341]. 


This fund is mostly a banking fact. ‘Banks are the principal 
creators and the principal custodians of loan-fund capital” (p. 
348). But the author has sought to make clear by an example 
that the loan fund is not essentially a matter of banking, but of 
existing debts (pp. 339-40). In an imaginary community “still 
in a barter economy—that is, without money and without insti- 
tutions for the circulation of credit,’”’ there is one man with 999,000 
head of cattle, and there are 999,000 farmers needing cattle on their 


farms. An entrepreneur appears, wishing to construct a railroad. 
How shall he go about financing it? The wealthy man 


would gladly, on approved security, lend indefinite sums—of cattle, but railroad 
construction cannot be financed on this basis, unless, indeed, to the extent that 
the cattle can be made to serve as a form of currency. The difficulty is not 
that there is a lack of wealth in the community, but that this wealth is not in 
practicably lendable form. 

But if, now, it be assumed that these cattle can be sold out on credit among 
these 999,000 farmers, their notes taken and discounted into deposit credits; 
or even if against these farmers there are taken contracts or due bills or accept- 
ances or orders dischargeable on demand in labor or in produce, there will 
forthwith exist in this society a supply of loan-fund capital of a character 
suited to the needs of the enterprise in hand Debts must exist, that is, 
collectible rights in money or in other forms of wealth—for money is for many 
purposes only a form of credit—must exist, before these credit rights can be 
lent; and nothing else can practicably be lent. 


The author then concludes that ‘‘the volume of loan fund in 
a society has no direct or necessary relation—still less, proportion— 
to the wealth of the society in questign.” 
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He sees in this creation of debts the significant thing for the 
loan fund, which is not “a question of the aggregate wealth of 
society, of the source or nature of it, or of the abstinences condi- 
tioning the existence of any part of it” (p. 350). Carried onward 
by this thought, he comes to see in the banks (not in the wealth 
or in the lending disposition of the wealthy) the explanation of the 


loan fund. 

We cannot accept this reasoning. The loan fund in this iso- 
lated community consisted first of the cattle, which the owner was 
willing to exchange for promises to pay instead of for immediately 
consumable things. The railroad-builder might have borrowed 
the cattle and then have exchanged them for ties, labor, etc., with 
the farmers. The author notices this and says: “All this must be 
admitted, but with the important modification that the other way 
is, for the purpose of the borrowing of capital, an impracticable or 
even an impossible method” (p. 340). That is, the difficulty lies 
in the lack of a medium of exchange which had been supposed to be 
absent but which now magically appears, “collectible rights in 
money”’ for ‘nothing else can practicably be lent.”’ It is the intro- 
duction of money which works the change attributed by Davenport 
to the creation of a supply of credit instruments. 

But if there is money the wealthy man can sell the cattle for 
cash, and lend it to the railroad-builder. The money would then 
be the loan fund as the cattle were before. The contraction of 
debts by the farmers is not a necessary condition to the contraction 
of a debt by the railroad-builder, provided there is anybody with 
money to lend to him. 

Or look at it in another way. Suppose that before there is 
money, the wealthy man will exchange his cattle only for direct 
enjoyments (food, clothing, services, etc.), then there would be no 
loan fund for railroad building. It is the wealthy man’s willing- 
ness to “abstain”’ instead of living high, his willingness to transfer 
to the railroad-builder the accruing rights to collect lumber and 
labor, that helps explain the second fund. Re-enter the despised 
abstinence! Or suppose that, money being in use, the cattle are 
sold for cash, and the cash is spent for enjoyments; here again no 
loan fund for railroad building. Or suppose, the cattle being sold 
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on credit, that the interest payments and payments of principal, 
as they fall due, are used by the creditor for his own enjoyment, 
then again there is no loan fund. From whatever point we view it. 
the idea appears chimerical that the loan fund for one purpose is 
created or increased by lending it first to someone else for another 
purpose (excepting in so far as the current interest, if not spent for 
enjoyment, forms a new loan fund for reinvestment). The loan 
fund consists of what lenders have to lend, not of what the debtors 
owe. It is a proposition worthy of John Law that the loan fund 
consists of the obligations of prior debtors rather than of the 
resources of the creditor. However, Law was Scotch, and this 
has more of a Hibernian flavor: wealth to loan cannot be loaned 
until after it is already loaned, whereupon it can be loaned again. 

The aythor possibly hit upon this idea, not in studying this 
simple case, where the error is so manifest, but in considering the 
always puzzling part that banks play in making mercantile loans. 
He is impressed (p. 264) by the fact that the bank, in dealing with 
its borrowing customers, is able to exchange a credit on its books, 
a non-interest bearing obligation, for the borrower’s note bearing 
interest. Here is the only basis of the notion that a loan fund is 
created for the creditor by the debtor’s borrowing. The deposit 
is, to the customer, the equivalent of cash in his till; “in their 
service to their customers, the banks create currency, and in creat- 
ing currency they create loan funds” (p. 265). A misleading inter- 
pretation is given to this fact. In this peculiar lending power of 
the bank to its own borrowers, whereby with a cash reserve but a 
fraction of its deposits it is able to remain solvent, the author sees 
at first an important part of the loan fund, then nearly the whole 
of the loan fund, from which results the interest rate. 

In this connection note must be taken of the author’s conception 
of the nature of banking; for “‘the methods peculiar to banking 
enable one dollar of reserves to support several dollars of credit 
media appropriate to the loan-fund service” (p. 348). Now 
‘banking is essentially an underwriting of credit” (p. 351); ‘‘essen- 
tially, therefore, the business of a bank is a form of suretyship— 
the guaranteeing of its borrowers’ solvency—an underwriting of 
the credit of its customers” (p. 264). He admits that this is not 
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true, “in point of form,” ‘“‘but essentially it does exactly this” 
(p. 361). Then, while implying that the bank really lends (‘it 
assumes his debts,”’ becomes “‘his creditor’’), the author looks upon 
the discount charge not as interest, but as “in substance . . . . an 
insurance premium for the danger of loss which it accepts in 
substituting itself as debtor in place of the borrower, and in under- 
taking, if necessary, to pay on demand in his stead.” As debtor 
to whom, undertaking to pay whom? The primary fact is that 
the bank becomes a creditor to the borrower. The amount of 


credit a bank is able to extend its “loan fund” at any time is 
limited by the ratio of its reserves to deposits, and this depends 
partly on its resources (capital and surplus) and partly on the 
degree to which its customers by maintaining large balances 
permit it to be a debtor to them. Everyone knows the jealous 
eye a bank keeps on its customers’ balances, which are the 


chief return the bank gets for the useful services it performs 
for them. 

It is difficult to tell at the conclusion of the author’s argument 
whether or not he has lost all faith in his loan-fund theory of inter- 
est. He sees that the analysis may have significance merely “for 
any given time and situation” (p. 350), implying that the funda- 
mental interest problem is untouched. But, after all, he finds 
comfort in the proposition that ‘‘long-time equilibria are no part 
of the problem of the current supply of funds, or of the current 
interest rate.” He admits that ‘‘the foregoing may well be a faulty 
analysis.” After considering the proposition “that banking can 
have no very important bearing on the long-time level of interest 
rates” (p. 352), he declares of the banks and their credit-giving 
functions: “They ... . affect the general level of prices. In 
the long run their activity will mostly exhaust itself in this modifi- 
cation of prices” (p. 352). And again: ‘Only in respect, then, of 
diminishing the risk element of the rate—but very clearly in this 
respect—has banking any influence to lower the long-time market 
rates of loans.”’ This loan-fund theory, introduced as the explana- 
tion of the rate of capitalization of all properties, thus becomes, so 
far as the rate is concerned, merely a factor in explaining the pre- 
miums paid for the risk on contractual loans from banks. This 
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change, however, does not deter the author from ending the chapter 
with this statement, unwarranted by his own conclusions: 


That this loan-fund subdivision of capital is the only capital known to the dis- 
tinctly financial world, the thing that is lent and borrowed in the capital 
markets, and the thing which, in getting transferred from lender to borrower, 
fixes the rate, or rates, of interest with which the business world is familiar; 
and, that the main business of banking is in the creating or the lending of it 


[p. 353]." 
IV. AGAIN THE PRODUCTIVITY THEORY OF INTEREST 


After the loan-fund theory of interest has thus evaporated, the 
author goes on to discuss the more fundamental problem of interest 
(pp. 367-81) and arrives at an eclectic theory, implying in part 
an acceptance of the capitalization theory: ‘The existence of any 
kind of valuable, durable goods—whether of the production or of 
the consumption sort—is sufficient to support an interest rate” 
(p. 379). In close relation with this the author seems to recognize 
an abstinence theory (p. 378), and again admits a pure psychologi- 
cal theory: ‘‘The mere principle of perspective, whether the bor- 
rowing be wise borrowing or unwise borrowing, or both, is alone 
adequate to maintain an interest rate, but is never certain to do so.” 
Along with these views, he most explicitly accepts the productivity 
theory: ‘Equally is the technological significance of goods ade- 
quate by itself to explain the existence of interest” (p. 381). 

There is no need to repeat here the argument by which I have 
recently sought to show the untenableness of these eclectic solu- 
tions, or of the productivity theory alone. That criticism applies 
in its entirety to the case before us. Let us notice only the illus- 
tration which Davenport gives as affording to his mind a crucial 
test proving that “interest is not mere perspective” (p. 369), 
meaning thereby that a unified psychological theory of interest is 

* Such a measure of validity as may be in the explanation of the way the fluctua- 
tions of banking credits affect the long-time interest rate is perhaps sufficiently recog- 
nized in my recent article on interest theories (American Economic Review, IV, No.1 
[March, 1914], 77, note). 

2 In this connection the author makes the not uncommon slip of calling a storage 
charge and safe-deposit-rent, “‘negative interest” (p. 381). 

3 American Economic Review, IV, No. 1 (March, 1914), 68. 
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impossible, and that technical productivity alone, where found, is a 


necessary cause of interest. 

Suppose that today all present needs and desires for immediate consump- 
tion have been fully satisfied—a situation in which, by the terms of the assump- 
tion, there can be neither any “prospective underestimation” of the future 
nor any degree of inadequacy in “present provision’’—there being in fact no 
unsatisfied desires for present consumption, but only a clear appreciation of 
tomorrow’s needs. If, now, it be discovered that for each unit of the existing 
wealth there may by tomorrow be derived two units for tomorrow’s con- 
sumption, it is clear that there will set in forthwith a vigorous bidding for the 
currency with which to control the present facts offering a command of tomor- 
row’s consumable goods, and that there must result an interest rate approxi- 
mating 100 per cent per day, payable at the end of the loan period. And it is 
equally clear that no one can need the present consumable goods unless to 
keep them until tomorrow The mere presence of gain-rendering goods 
will always in a competitive and pecuniary society immediately attach an 
interest rate to money loans, or to loans of purchasing power expressed in 
money. All that needs be assumed is that the level of prices shall not change. 
All goods controlling an increment of future goods must therewith control an 
increment of price [pp. 369-70]. 


Here the conclusion is begged in the impossible condition that 
the level of prices shall not change. Prices, we must believe, 
result from the relation between the amount of exchanges to be 
performed and the amount of money, and therefore the level of 
prices must change where the quantity of money remains fixed and 
the quantity of goods to be exchanged is doubled. This is not a 
place where the argument of ‘‘other things being equal”’ is legiti- 
mate. One could as well assume that the population doubled 
while the amount of food consumed remained unchanged (unless 
Fletcherism were supposed to become universal, and that would 
be another new condition). 

Consider the case before us. Let each unit of existing goods 
sell for $10 today. Then it must easily be foreseen that tomorrow, 
with twice as many goods and the same quantity of money, each 
article will sell for something less than ten. How much less? 
About one-half less, let us say, although because of varying elasticity 
of demand, different kinds of goods would be differently affected. 
some falling little, others much in price; and although the total 
exchanges might be more or less than doubled. As goods are not 
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needed until tomorrow, no one would wish to buy them for his own 
use at today’s prices. One does not buy strawberries in March at 
March prices, to be delivered in June; or ice at August prices, to 
be delivered the next February. Nor would anyone wish to buy 
goods at today’s prices as an investment. The loans made today 
to buy goods to hold until tomorrow must be repaid in the dollars 
obtained from the sale of the goods at lower prices. A consider- 
ation of these facts must dispel the illusion that the gross profits 
will permit the paying of 100 per cent interest a day. 

Even if no one foresaw the outcome here indicated and every- 
one, accepting the reasoning here criticized, expected prices to 
remain as high tomorrow, the price adjustment must come through 
a more indirect and bungling process. There would begin at once 
today a bidding-up of the prices of goods as well as a bidding-up 
of the rate of interest on loans with which to buy goods. Must 
not these two influences meet and counteract each other at some 
point? As prices rose toward $15 and interest rose toward 50 
per cent per day, must it not be clear that trouble for borrowers 
was coming? If each good (becoming two) is to yield tomorrow 
a total of $20, it will not pay to buy it now at $15 with money bor- 
rowed at 50 per cent a day, for that requires the repayment of 
$22.50, and involves a loss of $2.50. What possible grounds 
remain for the belief that the effect of the hypothetical productivity 
will appear in the rate of interest rather than in the scale of prices? 
The illustration may well be remanded to the author for a rehearing. 
Certain it is that it does not prove what he thinks it does. Rather 
it points anew to the truth of the capitalization theory and to the 
fundamental fallacy of the technical productivity theory of interest. 


V. UNSOCIAL ECONOMICS AND ITS RASH CONCLUSIONS 


It remains but to consider certain social corollaries, which the 
author thinks he is warranted in drawing. The theme running 
through the book that valuations in terms of private capital do not 
necessarily reflect production in a social sense—a truth often recog- 
nized—still needs occasional repetition. It certainly is repeated 
here: Peruna, as an example of harmful yet valued products, is 
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administered in large doses; and burglars with their jimmies, and 
loose women with their flaunting appeals, appear so often that they 
make some chapters of this book appear like an evening at the 
uncensored movies. 

It would have been well if the author had proceeded more 
cautiously in extending this notion of predation and exploitation 
to the whole field of competitive economics—which, by definition, 
is the only kind he recognizes. Others have seen the truth and 
likewise its limitations, but Davenport applies the notion zealously 
to the point of a reductio ad absurdum. For as he began by defin- 
ing economics in terms of the competitive-price régime, his dis- 
covery of this taint in price taints all economics. One has the 
feeling, in seeing him put on full speed ahead on this road, that 
such theoretical joy-riding is bound to land him in a bog with the 
machine of his own making turned turtle on top of him. And so 
it does. Revolting at the conclusions of his own logic, he scraps 
the whole existing structure of theoretical economics with a ruth- 
lessness that makes Karl Marx by comparison look like an editorial 
writer on a conservative Wall Street journal. The simple alter- 
native of revising his concept of economics is not-chosen. He does 
not see that he is attributing absurdities to others simply because 
he assumes that they hold his definition of economics. 

Indifferent to the larger social spirit which long has pervaded 
economic writings, Davenport characterizes them as if we were 
still in the days of Nassau Senior at his worst (p. 519). He scouts 
political economy as ‘‘a pious aspiration,” “busy picturing Uto- 
pias,”’ lacking ‘‘all touch with life,” ‘‘a sheer farce.’’ He describes 
contemporary economics as “a system of apologetics, the creed 
of the reactionary, a defense of privilege, a social soothing syrup, 
a smug pronouncement of the righteousness of whatever is—with 
the still more disastrous corollary of the unrighteousness of what- 
ever is not” (p. 528). And there is much more in this vein. 
One may expect and pardon such riotous rhetoric in a self-trained 
zealot like Henry George, or in a persecuted revolutionary like 
Karl Marx, but even they hardly excelled Davenport in the extrava- 
gance of their language. If the kind of economic doctrine that he 
denounces is the kind he has believed in, then he is well rid of it, 
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and we rejoice with him. But some of us, having lived fairly tem- 
perate lives, are not very keen for his Keeley cure. 

He declares that “two-thirds of the durable, private bases of 
income in the United States are nothing else than this capitalization 
of privilege or of predation”’ (p. 519). “‘ Five-ninths of the durable 
wealth reported by the census is made up of privately appropriated 
social wealth” (p. 521). He thus arrives at conclusions which he 
declares “show how tragically inadequate is the single-tax pro- 
gram” (p. 522), and which seem to carry him well-nigh to the length 
of radical communism. Nevertheless, he disavows the purpose of 
“‘inditing any sort of socialistic screed” (p. 522), and disclaims 
‘all theoretical sympathies” with the socialists (see preface). He 
thinks his conclusion is derived in an original way from his notion 
that private capital does not always correspond with social welfare. 
But it needed no elaborate study of competitive capital to arrive 
at this goal. This is but the labor theory of property (not neces- 
sarily, perhaps, but usually, connected with the labor theory of 
value): property should be limited to things produced technically 
by human exertion; anything else is unrighteous. Applying the 
crude labor value-theory (usually linked with the name of Ricardo), 
various thinkers quickly drew the conclusion that all private prop- 
erty meant exploitation of the propertyless. Applying the Ricar- 
dian doctrine of land rent, Henry George drew his conclusions as to 
wrongifulness of property in land. Is there anything novel in the 
view before us? It has the same doctrinaire character as the 
others, overlooking the grounds of social history, social expediency, 
and social productivity of a big institution like private property, 
considered as a going concern. It is only on grounds such as these 
that modern thought would justify it. Of course, it is the task of 
citizenship to stop fraud and cheating, corruption, public and pri- 
vate, whereby many private possessions are wrongfully acquired; 
it is the task of economic policy to correct the errors of the past and 
by experience to determine for the future a better delimitation of 
the forms of private property. But these difficult tasks of dis- 
crimination are not made easier by undiscriminating denunciation. 

Those American economists who have been laboring for a 
reformulation of economic theory along the lines which in con- 





DAVENPORT’S COMPETITIVE ECONOMICS 565 


siderable measure Davenport too has traversed, must particularly 
regret the need of parting company with him in these important 
conclusions. Excesses such as these endanger, or at least retard, 
the progress of the better modern theory. The newer conception 
of economics is taking account both of the private and of the public 
phases of economic questions, is earnestly striving neither to con- 
fuse them, nor to overlook one or the other, and is becoming a more 
efficient agency in social reasoning. The many students of eco- 
nomics who have already, even when under adverse pedagogic 
influences, gained some sympathy with, and insight into, the newer 
theory may rest assured that it leads toward life and service, not 
to economic hari-kari. 
FRANK A. FETTER 
PRINCETON UNIVERSITY 
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The existence of credit instruments in the Middle Ages has 
been well known for many years. Considerable masses of the 
actual papers have been found, and scattered documents have been 
published separately. Some careful studies have been made. 
But the results have been confused and lacking in perspective. In 
most instances the investigator has been too closely in touch with 
a single group of documents, and, because of the difficulties of 
research, has confined his attention to a single country and to a 
relatively short period. The time has not yet come for any final 
work upon so difficult a subject, but one may well ask if it is not 
possible to bring together the few facts we already have at hand 
and the more general features of the commercial life of the period 
to which the history of credit must needs be related. The mere 
association of material is at times helpful, and frequently pre- 
sumptions can be created that can be verified by subsequent 
research. 

The first difficulty in the study of mediaeval credit is the classi- 
fication of the instruments. They can seldom be described by 
their modern names though the resemblances are often close. One 
type, the /ettre de foire, has no modern relative, and there are no 
words that describe it with even approximate accuracy. A large 
number of such instruments were found at Ypres,’ and there is 
important evidence as to their nature among the documents pub- 
lished by Bourquelot,? but the subject is hardly more than opened 
up. The solution of this problem is dependent upon the vexed 
questions about the organization of the fairs, and the studies of 
Huvelin and Goldschmidt leave many doubts and queries.’ The 


t G. Des Marez, La lettre de foire d Y pres au XIII® siécle. Bruxelles, 1901. 
2 F. Bourquelot, Etudes historiques sur les foires de Champagne et de Brie (Paris, 
1865), ‘“‘Mém. de l’Acad. des Ins. et des Belles Lettres,” 2 Sér. V. 
3 P. Huvelin, Essai historique sur les droits des marchés et des foires. Paris, 1897; 
L. Goldschmidt, “Die Geschaftsoperationen auf den Messen der Champagne,” Zeif- 
schrift fiir das gesamte Handelsrecht, XL, t. 
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other instruments of the time may be compared to promissory 
notes or letters of credit, but the resemblance is not very precise. 
Transfers of money were not confined to fair-towns or to fair- 
periods: consumptive expenditure, mercantile expenditures in 
towns that had no fairs, both required other instruments, and as 
this necessity was quite as pressing as the needs of interchange 
between the fairs, special instruments were developed. Indeed, it 
is not too much to say that in the transfers of specie the fairs of 
the twelfth, thirteenth, and fourteenth centuries by no means 
played a commanding part. It is fairly certain that many of the 
transfers of money by credit in this period were effected by devices 
other than /ettres de foire. 

An important form of credit transfer was a promissory note 
stipulating payment in a distant place, at some subsequent date 
indicated. Ordinarily, there were only two parties, the debtor and 
the creditor, and both were obliged to appear at the second place 
or send agents to complete the transaction. Thus, in the Genoese 
document of 1156: 

We, Amigonus de Curia and the brothers Raimundus and Ribaldus, 
have received from you Ribaldus Boletus 115 livres for which we promise to 
give to you or to your certain agent, personally or through our agent, 460 
perperi of just weight within one month after we reach the court of the 
Emperor at Constantinople, or such other place as the court may be 


At times, these notes were made payable to the order of the 
person named, and at other times, even to the bearer. The order 
clause, however, was of little importance, as the only order recog- 
nized was a notarial act of agency which could be used in any case. 
An example of such an instrument appears among the Marseilles 
documents: 

I, Aubertus Acua, citizen of Marseilles, constitute you, Dodonus Baldissonus, 
as my present, certain, and special agent to demand, collect, and recover from 
Ricavus Pisanus, a citizen of Marseilles, 250 byzants of Acre which he is under 
obligation to pay unto me at Acre “ex causa permutacionis seu cambili,’’ by 
reason of an instrument drawn by Giraud Amalric, notary. The said instru- 
ment I now entrust to you in the presence of the undersigned witnesses, herein 
mentioned, and I give you full authority and power to restore the said instru- 


* Goldschmidt, Universalgeschichte des Handelsrechts, 1, 420, 8 Juin 1156. Text 
oi charter in Latin. 
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ment to the said Ricavus on payment to you of the aforesaid sum and to 
free him from further claim or to bring suit against hirh 

And I, Dodonus, undertaking this procuration, do promise you the said 
Aubertus to discharge carefully and faithfully the commission entrusted to 
me, doing what is necessary, leaving undone whatever is unessential, and I 
also promise faithfully to restore to you whatever I shall acquire in the dis- 
charge of this commission; and to guarantee the performance of these duties, 
I pledge to you and your assigns, all my goods present and future. 


Witnesses: RISTONETUS DE COSALO 
Guico Lizacor 
W. GARULA 
Thereby the validity of the act was publicly attested." 


The relations between the parties mentioned in this instrument 
are not unlike the relations created by the modern bill of exchange, 
but there are important differences. This was a kind of power of 
attorney. It was not an order of the debtor to pay, but an 
authorization of the third party to collect the money. The closing 
formula certifies that the act was drawn by a public notary so that 
due compliance with forms was guaranteed. 

But these notes were not necessarily mercantile papers. Many 
of these transfers of money were occasioned by consumptive, rather 
than mercantile, expenditures. The relative amounts of mer- 
cantile and non-mercantile transfers of money cannot be ascer- 
tained, but the life of the mediaeval community required much 
transference of money that could hardly be called mercantile. 
The most considerable items in such transfers were occasioned by 
pilgrimages, crusades, movements of clerical funds, and the trans- 
fers of money to meet the expenses of students studying in distant 
towns. The crusaders frequently negotiated loans in Northern 
Italy, promising repayment at the fair of Bar sur Aube, or at 
another of the fairs of Champagne.” Similar documents appear 
at Venice. This form of note was used very frequently by students 
to avoid the danger of carrying their funds on their persons. 
Unfortunately, few of these papers have survived, but the wide 

* Fagniez, Documents sur Vhistoire de Vindustrie et du commerce, I, 162 (from 
Blancard), 19 Mars 1248. 

2 Goldschmidt, Universalgeschichte des Handelsrechts, I, 421. 

3 Ibid., I, 422. 
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use of credit for this purpose is attested by the forms for such docu- 
ments given in the contemporary handbooks for notaries. Thus, 
the Summa Artis Notarie of Rolandinus (about 1250) contains 
the form of the ‘‘instrumentum debiti ex causa cambii a scholari- 
bus et clericis contracti.”” Durantis, Speculum Juris, contains a 
similar form. Besides being used for these extra-commercial pur- 
poses, the note originated frequently in mercantile transactions, 
but in almost all cases the value of the note was received by the 
maker in money, and not in goods. 

Besides this formal promissory note, we find general letters of 
credit from the beginning of the thirteenth century. Popes, kings, 
and princes used this letter freely, and the Italian registers con- 
nected with the crusades, as well as the English Liberate Rolls, 
contain many cases. The earliest letter of credit among the papers 
of the crusades is of the year 1191; the earliest English letter is of 
1199. The form was common throughout the European world 
after the middle of the thirteenth century. 

A letter issued by King John in 1202 indicates the general form 
of this type of credit instrument: 

John, by grace of God, etc To all merchants who shall read these 
letters greeting. Be it known to all of you that we designate Hugh Ferris and 
Robert of Sablenc’, the bearers of these letters, as agents for the transaction of 
our business at the court of Rome, and from whatsoever merchants they shall 
receive money on credit for the transaction of this our business, not exceeding 
soo marks of silver, that money we shall hold ourselves under obligation to 


These were the principal credit instruments of the twelfth and 
early thirteenth centuries. In the latter half of the thirteenth 
century, however, a new form appeared, destined to undergo many 
transformations, and ultimately to become the modern draft or bill 
of exchange. This new instrument was the outcome of a develop- 
ment in commercial organization. The Italian merchants had long 
been engaged in trade with Levantine and European points, but up 
to the middle of the thirteenth century they had usually trans- 
acted their business through itinerant agents, sent out for specific 
purposes and seldom remaining long in any one place. In the 
course of the thirteenth century, there was an increase in the 
volume of trade which placed greater wealth in the hands of the 

* Goldschmidt, of. cit., I, 427. 2 Ibid., I, 390. 
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more important families. This increase in the scale of business 
operations was further accentuated by the extension of the trading 
partnership, or, as it is called in the sources, the company. It is 
necessary to bear in mind that these companies were essentially 
different from the limited liability companies of the present day. 
The essence of the early trading and banking company was com- 
plete community of goods. All members were on an equal footing: 
each placed all his property at the disposition of the company, and 
each was liable to the full extent of his property for any and every 
debt of the others. Under these conditions it is not surprising that 
most of the companies were intimately connected with the family. 
The members of a company were generally, though not always, 
connected by blood. 

The increased power of the great families and trading com- 
panies led to the establishment of permanent agents in the prin- 
cipal towns with which the company was engaged in trade. The 
dates of the establishment of the first permanent branches cannot 
be ascertained with any certainty. In the Mediterranean countries, 
partnerships were frequently formed by merchants of different 
towns. The supposititious note, in Durantis, Speculum Juris, 
assumes a merchant in Montpellier with a partner in Bologna. 
This work was written about 1272, so that this situation must have 
been relatively common in Northern Italy and Southern France 
after the middle of the century. Definite references to permanent 
branches among the larger trading companies appear after 1290. 
In that year we have fragments of a correspondence between a 
London branch of the Cerchi and the principal house at Florence.’ 
In 1290, several Italian companies had resident members in Paris, 
Bichio Guidi and Barthelemy Barbedor represented the Company 
of the Frescobaldi, and also the Frangesi; Odelin Enfegat, the 
Company of the Scala.3 The lists of the éaille for 1296 mention 
many Lombards who were members of the large Italian houses. 

Francois, of the Company of the Escossais. 
Gile, of the Company of the “‘Chapons.’’4 


t Goldschmidt, op. cit., I, 271. 2 Ibid., I, 439. 
3 Piton, Les Lombards en France et @ Paris (Paris, 1892), pp. 104-5. 
4 Ibid., pp. 125-26. 





THE ORIGIN OF THE BILL OF EXCHANGE 571 


The exact meaning of such entries is not perfectly clear, as 
many of the names do not appear in the lists of the next few years. 
The Company of the Escossais alone had some representative in 
Paris continuously from 1296 to 1300; for the last three years 
“Johan de Niquetin represented the interests of the Company.’” 
Other companies appear more than once, notably the “ Borius,’” 
and the Company ‘‘de I|’Espine,” 1296, 1298, 1299, 1300. In 
short, several companies had some member at Paris most of 
the time; the representative might be changed each year or he 
might remain in one place several years; at all events, a branch 
establishment was maintained. In 1301, the Escossais or 
Scotti of Piacenza had branches at Famagousta on the island of 
Cyprus and at Bruges in Flanders;* probably, too, the Parisian 
branch was maintained. The Spini, or |’Espine, also had an 
English branch.5 

It is difficult to secure positive proof of companies maintaining 
regularly several branches, and many isolated references may be 
misleading, as the agent may not have remained. But it is fairly 
certain that the Scotti and the Spini had at least two branch houses 
between 1296 and 1300, and, in all probability, the same was true 
of the other important banking houses, the Bardi, the Frescobaldi, 
the Peruzzi, the Ricardi, and the Mozzi.® 

The effect of this development upon credit instruments was 
important. These firms were solidary companies, and once per- 
manent branches were established these banking houses could 
arrange transfers of money with great facility. The elaborate 
notarial form was no longer necessary, a simple letter of one mem- 
ber of the firm was sufficient to create an obligation on the other 
establishments. The unlimited liability of the company furnished 
adequate security. Consequently, simple mercantile paper began 


' Tbid., pp. 125, 131, 137, 142, 149. 

2 Ibid., pp. 131, 137, 150. 

3 Tbid., pp. 126, 128, 134, 135, 139, 143, 150. 

4 Ibid., p. 45. 5 Ibid., p. 58. 

° Jbid., pp. 58 and ff.; see also Schulte, Geschichie des mittelalterlichen Handels, I, 
309. He gives in tabular form the facts known about branch houses in Germany. 
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to play a large part in the cosmopolitan credit system. It was the 
beginning of modern commercial paper. 

But the simplicity of this new system lay almost wholly in its 
informality. No notarial instrument entered into the trans- 
action. This complete freedom from strict legal forms left the 
merchants to their own devices, and while a definite body of custom 
seems to have arisen by the. beginning of the fourteenth century, 
there is really little possibility of tracing these early stages in the 
evolution of modern commercial paper. The instrument was of a 
private character, and did not find its way into the public archives. 
The usual fatalities have operated here as elsewhere, and, as yet 
at least, very few of these mercantile papers are known. Conse- 
quently, every phase of the history of this aspect of commercial 
development is overlaid with doubt and dilemma. According to 
Lastig, the transaction gave rise to three records: a book entry 
of the sum received by the member of the firm issuing the draft; 
a paper given the creditor of the firm acknowledging the obligation 
and mentioning the place where it was to be discharged; finally, a 
letter, called the “‘Avisa” letter, sent from the branch drawing the 
draft to the branch which was required to pay the money.’ But 
it is at least certain that there was not always an essential dis- 
tinction in form or content between the letter given the creditor 
and the letter sent to the other branch of the firm. 

In discussing the development of this form of instrument, it is 
essential to remember the significance of the solidary company.’ 
There is good reason to suppose that these early drafts originated 
between houses that were directly connected. So long as the 
affair was kept within these limits there was no difficulty. If the 
Florentine house of the Cerchi created an obligation on the house, 
the obligation existed ipso facto against any branch of that house 
or any one of the members of the company. The only necessity 
was to prove the fact of an obligation created by the Florentine 
house. This was done by two letters, one given to the creditor, 
the other conveyed to the branch establishment by other means. 
These letters differed in no essential respect. The letter sent by 

* Goldschmidt, Universal geschichte des Handelsrechts, 1, 432, n. 113. 

2 The consequences of solidary liability were not immediately recognized. See 
Mitchell, Early History of the Law Merchant, pp. 129-34. 
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the firm could not create any obligations that were not created by 
the other letter. Both derived their legal effect from the solidary 
liability of the company.’ 

The essential identity of the first and second letters does not 
appear very Clearly in Goldschmidt’s documents, but fortunately 
Blancard has published the (Provengal) text of two letters arising 
in connection with a single transaction, so that the first and second 
letters can be readily compared: 

[First] [To Signor Don Johan Eries, at Marseilles} 

Signor, on receipt of this first letter of change, you will please pay, within 
the accustomed time, seventy scuti “del Rey” or the value thereof, to Jacme 
Favas. They are for seventy others which Don Johan Ermengau, and I, 
P. Sola, have received from Don Raymond Gali, for which, at the appointed 
time you will make proper payment. 

At AVIGNON. 10 April 1388. 

[Second] To Signor Don Johan Eries, near the changer at Marseilles} 

Jesus, Signor if you have not paid on receipt of the first letter, on receiving 
the second you will pay, according to custom, to Signor Jacme de Favas, 
seventy scuti, or the value. They are for seventy others which I have received 
from R. Gali, for which, sir, make him proper payment once and no more. 

AvIGNON. 10 April 1388. P. Sota and JOHAN ERMENGAU? 


This second letter could have no distinct legal effect, and while 
it is unsafe to say that the second letter never differed essentially 
from the first, there is no evidence of an “Avisa” letter of the type 
assumed by Goldschmidt and Lastig. It is difficult to see, in the 
second letter, anything more than an additional precaution, a 
device for conveying to the distant house the same facts as were 
stated in the letter given the creditor. A comparison of the two 


* Goldschmidt and Lastig confuse with the second letter a general act sometimes 
used to authorize one partner to make contracts binding on the others. They also 
assume connections between the notarial forms and the mercantile letters which can 
hardly have existed in fact. (Mitchell, op cit., p. 133; Blancard, Doc. inédits sur le 
commerce de Marseille au moyen age, No. 115.) 


? Blancard, “Extrait du Sémaphore du 18 Sept., 1883,” p. 5. See, also, two other 
letters published by him. The translation of the Provencal text is by Dr. R. H. 
Keniston. 


3See Van Severen, Cariulaire de l’ancien consulat d’Espagne a Bruges (Bruges, 
1901), I, 438 and 272; Coutume de Bruges,1, 460. These cases are indeed from a later 
period, in which Goldschmidt evidently assumes that the use of the second letter had 
been discontinued; but even then the second, and at times a third letter was custom- 
ary in Holland, and the letters are explicitly stated to be duplicates in every respect. 
Neither created any obligation different in any respect from the obligation created 
by the other. They are copies of the same instrument. 
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letters would be the simplest mode of proving that the’ first letter 
was not a forgery and had not been altered. The frequency of 
duplicate documents, and the universality of the chirograph tended 
to make this the most natural mode of securing safety against 
forged letters. Unless new evidence is produced, the elaborate 
legal puzzles woven about the “Avisa”’ letter must be dismissed as 
a false interpretation of a simple means of protection against fraud. 

The difficulties occasioned by the introduction of this instru- 
ment did not grow out of the differences between the first and 
second letters, but out of the attempt to apply this device where 
the makers of the draft were not partners of the persons on whom 
they drew. The ease with which such operations could be con- 
ducted and the profits accruing from the business were a constant 
temptation to extend the use of this device. Furthermore, possi- 
bilities of fraud were not inconsiderable. The letters were unques- 
tionably good if the houses were in the same company, but how 
was an outsider to know whether the bankers were partners or not ? 
If an Italian firm could sell a draft payable in Northern France or 
England, they could at least enjoy the use of the money for a con- 
siderable time, if the draft was not honored, and there were legal 
difficulties involved in bringing suit, even against a person who had 
sold such a draft. 

These difficulties appear in a letter of 1359, between Venice and 
Avignon. The frequency of exchange dealings with this town was, 
of course, an outgrowth of the exile of the popes. The papal curia, 
as in the preceding century, was intimately connected with the 
history of credit transfers. 

To Giovani Spiafami and Company of Lucca, at Avignon. 

In the name of God, Amen. 7 March 1359 
To Giovani and Company, Paolo Paruti and Company, greeting from Venice. 

Eight days from sight of this letter, or of the second which is one with it, 
pay to Amadio, notary of the Great Court of Venice, or to Napoleon Puntrioli, 
or to anyone who shall present this letter by their orders, 2,000 gold florins of 
full weight, which sum we pay in exchange for 2,000 ducats, which we have 
received from the city of Venice, one-half in specie, and the other half to be 
paid before April 1. Please pay promptly and set it down to our account. 
The payment should be made in florins of Florence.? 


* Goldschmidt, Universalgeschichte des Handelsrechis,1, 442. The italics are mine. 
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This letter was presented by Napoleon Puntrioli, in the name of 
Venice and in his own name, but Johannes Spiafami refused to 
honor the draft on the ground that Paolo Paruti was not his partner, 
and that there were no special relations between the companies.’ 

It was this situation that created trouble throughout the four- 
teenth century. The new system of transferring money was con- 
stantly tending to spread to dealings between firms that were not 
legally allied. If a house trusted its own credit and drew upon a 
house with which it had frequently had commercial dealings, it was 
always open to the disappointment of having its draft dishonored. 
The question then arose of the client’s possibility of recovery from 
the maker of the draft. On this point the civilians were long 
divided. The draft did not contain an explicit guaranty, and the 
literalness of much of the Roman law, combined with the narrow 
formalism of the period, tended to create an unwillingness to rec- 
ognize an obligation that was not formally expressed. Some, 
however, insisted that there was an implied obligation, and that 
the maker of the draft could properly be required to reimburse the 
creditor if the draft were dishonored. The uncertainty of recovery 
necessarily checked the development of any wide use of these 
informal instruments, except between branches of the same house. 
Goldschmidt is not clear on this, but it seems scarcely possible that 
there should be any question of dishonoring a draft from a different 
branch of the same company. 

These letters merchant were merely the basis upon which 
a negotiable credit instrument could be built. The perfection of 
the device required many additions and changes. It was necessary 
to emphasize the idea of a bill for goods; the maker of the bill 
should stand in the relation of creditor to his correspondent. Then, 
the obligation of the maker to pay dishonored notes must be 
enforced by the courts. Lastly, the use of order clauses and 
indorsement could alone give the instrument the flexibility of the 
modern bill. The history of these transformations of the letter 
merchant is as yet incomplete. A decision of Baldus, late in the 
fourteenth century, established the liability of the maker for dis- 
honored bills, but the letter seems to have been very remotely 


* Tbid. 
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connected with the movement of goods. That phase of the history 
of the instrument is still obscure. The protests of correspondents 
were apparently due in many cases to the absence of any obliga- 
tion to the maker of the bill. 

The adoption of indorsement is difficult to trace. It was an 
important step but only the barest outline of the story is clear. 
The practice began in Italy in the second half of the sixteenth 
century, probably with regard to checks. The idea was applied to 
drafts and bills of exchange. From Italy the new idea spread 
northward along the commercial routes. In the early seventeenth 
century the indorsement was common in France, and the Ordon- 
nance sur le commerce, of 1673, contains all the essential provisions 
of the modern commercial code.? Lyons did not accept the new 
device, and in this as in other respects was not required to conform 
to the general provisions of the ordinance. Some of the merchants 
complained, but the system of ‘“ Payments” probably justified 
this refusal to adopt the new practice.’ 

Whatever may be the details of the history of the bill in the 
sixteenth century, there can be little doubt of the essential per- 
fection of the bill by 1650. The informal letter merchant of the 
late thirteenth century had become the modern bill of exchange. 


ABBOTT PAYSON USHER 
CORNELL UNIVERSITY 


* Goldschmidt, op. cit., I, 450-51; Huvelin, op. cit., 575; Schaps, Zur Geschichte 
des Wechselsindossements, 1892. 
2 Art. XXIII, tit. V. 


3 Vigne, Le banque d Lyon; Bib. Nat., Fr. 8093, 529, “ Mémoire sur les Payements 
de Lyon, envoyée par Ravat, 1714.” 





NOTES 


CATTLE LOAN BANKS 


Consumers desiring a reduction in the cost of food supplies will be 
interested in a study of the operations of cattle loan companies and in the 
development which these may reasonably attain as a result of the pro- 
vision in the Federal Reserve Act for the rediscounting of agricultural 
paper. 

The cattle loan company, commonly referred to as “cattle bank,’’ is 
a middleman between borrowing cattle-owners and lending bank- 
managers. Its business methods and forms closely parallel those of 
real estate mortgage loan companies except for the fact that cattle loans 
are of shorter duration and secured by mortgages of the chattel variety. 
Cattle loan companies, incorporated under state charters, have been 
operating in such cities as Fort Worth, Denver, East St. Louis, St. 
Joseph, Portland, South St. Paul, Omaha (2), and Kansas City (3), some 
of them for over twelve years; and one is now being organized in Chicago. 
These companies have a paid-in capital stock ranging from $50,000 to 
$300,000, and are usually closely affiliated with a national or state bank, 
as are trust companies in the larger cities. 

These companies are informed of desired loans through country 
bankers, or by receipt of direct applications, the latter usually from the 
larger ‘‘cattle-growers.”’ In some cases the company on its own initiative 
urges cattlemen in whom it has particular confidence to undertake feed- 
ing operations at a time when the beef market offers a favorable oppor- 
tunity for such production. In every case a salaried examiner of the 
company inspects the plant and herd of the cattle-grower and his personal 
capacity and integrity before the granting of a loan. And thereafter 
the examiner, on his regular circuit, maintains a continuous inspection 
and volunteers advice designed to protect the value of the security given 
for the loan. When a loan application has been acted upon favorably, a 
promissory note and chattel mortgage are taken." The funds of the 
company then advanced to the borrowers may be utilized to buy more 

* Canadian bankers are shut out from this form of lending, since a chattel mortgage 
is not valid in Canada unless possession of the goods is also passed to the mortgagee, and 
furthermore by their traditional unwillingness to participate in the loans of a party 
for whom they do not constitute the sole banking connection. In order to restock 
the Canadian farms that have been partially depleted as a result of our recent tariff 
act, Canadian bankers will have to secure some modification of existing statutes. 
Pending rural credit legislation will probably meet this need. 
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cattle, to pay outstanding debts such as those for feeding expense, or, 
as is often the case, to buy the very cattle which are pledged as security 
for the loan. In a few cases where the cattle-grower enjoys an excep- 
tional credit, funds will be advanced for the full purchase price of a herd 
for seasonal feeding purposes, or to develop two-year-olds into finished 
four-year-old beef cattle. The loans granted are seldom less than 60 
per cent of the known value of the cattle. 

To secure a buyer for the note and mortgage is the second primary 
function of the cattle loan company. If the loan is a small one, usually 
$10,000, it may be sold entire, the chattel mortgage assigned and the 
note indorsed to the buyer. If the loan is a large one, of $50,000 to 
$100,000, it is necessary to subdivide it in order to provide a ready sale. 
The mortgage and note are assigned in parts of $5,000, $20,000, or other 
denominations, to suit the convenience of the buyers of the paper. In 
this case the assigned parts, since they are indorsed by the loan company, 
are equivalent to a “debenture”’ issue secured by a pledge of specified 
assets held by the company for the protection of the note-holders. The 
size of mortgage loan most frequently made is $10,000, while loans of 
$100,000 are exceptional. 

The business of cattle loan companies approaches closely to the 
functions of the commercial paper broker. The cattle loan company has 
an advantage over the commercial paper broker in that the favorable 
location of the company—always at the receiving cattle-market of the 
district in which its loans are exclusively placed—enables it fully to 
protect its interest by claiming the proceeds of sales of mortgaged cattle, 
This is particularly true in the case of range cattle, which can be readily 
identified by the mortgaged brands. 

To cover expenses of administration the cattle loan company secures 
for itself a part of the interest paid on the loan. The rate charged the 
borrower is usually determined by conditions in the locality where it is 
made, sometimes running as high as 10 per cent, and again, in- 
fluenced by general rates for capital, falling as low as 7 per cent. 
From this gross interest charge a commission has to be given to the 
local banker who makes the loan, expenses of examination and manage- 
ment must be met, and an appropriation made to a contingency reserve 
fund to cover occasional losses incurred from the circumstance that 
the companies usually become surety, by indorsement, for the final 
payment of all the loans which they have placed with lenders. These 
deductions determine what may be safely paid to eastern purchasers 
of the paper, usually 5 or 6 per cent. 
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Holders of cattle paper have never suffered in times of financial panic 
from failure to pay at maturity. Cattle, like grain, are a cash commodity 
purchased by retailers and sold by them, largely for cash, to satisfy a 
relatively constant consuming demand. This characteristic is retained 


even in time of panic. 

Maturities are usually six months for feeding purposes; and less 
often of two and one-half years for developing two-year-olds for market. 
This two and one-half year paper is occasionally converted into the 
six-month variety by the sale of notes running for six months, based upon 
the two-and-one-half year mortgage. These notes are taken up at 
maturity by the loan company and reissued or renewed for like suc- 
ceeding periods until the original loan is repaid. 

In the past this form of loan has not been so desirable as it will be in 
the near future. It has been a relatively long-term investment; and 
while perfectly liquid at maturity and enjoying a good rate of return, it 
has not possessed a sufficiently wide market to insure salability at those 
times when the demands of depositors and local customers for accommo- 
dation press in upon the investing bank. This difficulty will be fully 
corrected by the expected operations of the Federal Reserve Act. East- 
ern bankers possessing these six-month notes will probably find them 
readily rediscountable with the local federal reserve bank at any time up 
tomaturity. Anda considerable amount of two-and-one-half year notes 
may be held to advantage, since, if properly selected with successive 
maturities, one-fifth of their total amount will be immediately redis- 
countable when necessary. 

By rendering this form of agricultural paper liquid before maturity 
the Federal Reserve Act will have become a most important influence 
for enlarging the amount of capital devoted to this branch of industry. 
Already eastern bankers have scouts touring the western states to study 
this form of banking with a view to investing several millions of dollars 
each. Interest rates upon these loans will unquestionably be reduced 
in time through such increased competition of lenders. The loan com- 
panies will hardly suffer, however. While charging the cattle-grower 
less, they will be enjoying a larger turnover and should welcome this 
new development. The four or five million dollars placed in such. loans 
yearly by the average loan company, as at present constituted, is but a 
fraction of the loans that may be placed by them within a few years. 

By reducing the interest cost charged to cattle-growers an important 
service will have been performed for the consumer. Such a reduction 
will increase, in the first instance, the cattleman’s profit and induce him 
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to increase his holdings. The benefit of increased production at lowered 
expense should, in time, be passed on to the final consumer of beef. 

This phase of the operations of the Federal Reserve Act will be of 
distinct benefit, and possibly also the least dangerous of all forms of 
legislation designed to assist American agriculture. 


J. F. EBERSOLE 
UNIVERSITY OF MINNESOTA 


WASHINGTON NOTES 
THE RURAL CREDIT BILL 


The second important banking measure of the Wilson administra- 
tion was introduced in both Houses of Congress on May 12, by Repre- 
sentative Bulkley, as H. R. 16478, and by Senator Hollis as S. 5542. 
This measure is the result of a winter’s series of hearings and in- 
vestigations followed by elaborate discussion on the part of a joint 
subcommittee of the Senate and House committees on banking and cur- 
rency. The work was undertaken at the instance of President Wilson 
himself and grew out of a promise made by him during the deliberations 
on the Federal Reserve Act in the House of Representatives nearly a 
year ago. While the Reserve Act was being debated in a House caucus, 
it was attempted to introduce into the measure some provisions designed 
to bring about especially favorable treatment for paper originating with 
farmers. These proposed changes were obnoxious to the President and 
his advisers, and in order to quiet the demand for them, a pledge was 
given that should they not be admitted, a farm-credit bill would be 
developed and would receive the support of the administration before 
the legislative body. The outcome was a request from President Wilson 
to the leaders of the two Houses early in the past winter to begin work, 
and as already pointed out, that work led up to the present measure. In 
the new bill, the basis for the proposed farm credits is afforded by a pro- 
vision creating “national farm loan associations,” which may be estab- 
lished practically anywhere throughout the United States by would-be 
incorporators. The establishment of the loan associations might take 
place through the payment of capital stock by outsiders in search merely 
of an investment, or might be effected through the action of would-be 
borrowers who desired to organize an association and at the same time 
to secure loans from it. Provision is made for twelve federal land banks 
to be created by the use of capital contributed either by outside investors 
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or by the government or both, and by contributions of capital to be 
furnished by farm loan associations desiring to do business with the land 
banks. The land banks themselves would be restricted to a particular 
class of operations, that of receiving mortgages from the farm loan 
associations, placing these mortgages in trust with federal reserve 
agents, and receiving back from the reserve agents bonds in denomi- 
nations as low as $100, such bonds to be offered on the market to inves- 
tors. The farm-loan associations would be required to make loans for 
thirty years on an amortization basis, but would be limited in their 
operations to twenty times the amount of their capital and surplus. 
That is to say, with a $10,000 capital (the minimum required of any 
farm-loan association) the association in question would be allowed to 
sell to a land bank mortgages not to exceed $200,000 in amount, disposing 
of them of course from time to time; while the land bank itself from 
time to time would hypothecate them and others obtained from similar 
loan associations with a federal reserve agent, and obtain bonds which 
would be sold to investors. Singularly enough, on the very day that 
the bill was introduced, President Wilson, just before a party caucus 
which was to have ratified the new measure, expressed his dissent from 
its terms and requested that it be laid aside for the session. His objec- 
tion to the bill was found in connection with section 30 which reads as 
follows: 

Sec. 30. That the Secretary of the Treasury shall, upon application of 
one or more of the Federal land banks herein established, and upon the recom- 
mendation of the Federal Reserve Board, purchase from Federal land banks 
farm loan bonds not previously issued or sold, in an amount not to exceed 
$50,000,000 during any one year, and shall pay for the same out of any money 
in the Treasury not otherwise appropriated: Provided, That any land bank 
which may sell its bonds to the Secretary of the Treasury, as provided by this 
section, shall by appropriate action of this board of directors, as consideration 
for the accommodation afforded by the Secretary of the Treasury, enter into 
an agreement that at any time on thirty days’ notice from the Secretary of the 
Treasury said land banks will cease to make any investments whatever, and will 
devote all receipts from any source, except so much as may be necessary for 
the payment of maturing liabilities, to the redemption of its bonds so pur- 
chased and held by the Secretary of the Treasury. The enforcement of said 
agreement shall be at the discretion of the Secretary of the Treasury. 

It is thus seen that an exceedingly important issue, not likely to be 
easily disposed of, has been raised between the head of the national 
administration and the leaders in Congress, in connection with the ques- 
tion whether the new rural-credit system shall be placed upon a basis of 
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direct government aid or shall be left to stand upon its own feet. The 
continued agitation of the subject by agricultural newspapers and 
farmers’ organs of opinion has brought the demand for farm-credit 
legislation practically to a point which politically compels action; while 
it is further true that of those who demand such action a very consider- 
able percentage believe in the practical guaranteeing of the under- 
taking by the government. Whether action is had at the present session 
of Congress or not with reference to any farm-credit bill, it is, at all 
events, clear that the question is not one that is likely to be set at rest 
in the near future. A notable feature of the present situation in Con- 
gress is that many of those who are most earnestly supporting the idea 
of government purchase of farm-loan bonds are Repubicans. The 
demand for a subsidy of this kind is, in fact, not confined to any party 
or section of the country, but is nearly universal throughout the agri- 
cultural regions. 


ARGUMENTS AGAINST HIGHER RAILROAD RATES 


The government’s side in the pending advanced-rate cases growing 
out of the request of the railways of the country for higher freight tariffs 
has been offered by Louis D. Brandeis, special counsel for the Inter- 
state Commerce Commission in a lengthy brief of more than 200 pages, 
accompanied by many charts and tabular presentations. This con- 
stitutes possibly the most comprehensive argument against the granting 
of higher rates to the railroads that has yet been presented in the whole 
course of the discussion, extending over the past five years, since the 
initiation of the first advanced-rate demands in President Taft’s admin- 
istration. The substance of Mr. Brandeis’ argument in the matter is 
that the carriers do not make out a case for themselves because of the 
failure to adjust the proposed higher rates in a workable and satisfactory 
way, and because of the failure, or what he charges to be such, to demon- 
strate that the revenues of the roads actually do call for enlargement. 
In general, it is admitted that the contentions that higher incomes are 
needed and that the proposed advance is reasonable might be sustained 
were a logical case presented by the roads: but the argument is put 
forward that the railways have weakened their case, in that the tariffs 
submitted by them do not increase all rates, since no passenger rate is 
included; in that the freight tariffs submitted show, in some cases, no in- 
crease in rates, while the increases actually shown are not in like propor- 
tions; and in that there is direct evidence of unreasonableness as to many 
important freight rates proposed. The latter point is the one in which 
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Mr. Brandeis most fully recognizes the need of detailed specifications 
in order to support his point of view, and he therefore contends that it is 
shown by the hearings before the Interstate Commerce Commission 
that if net earnings on passenger business were as large as net earnings 
from freight there would be no need for any advance; further, that the 
roads have unreasonably exempted anthracite coal, iron ore, sugar, live 
stock, iron rods, apples, iron and steel rails, fresh fish, sugar beets, zinc 
ore, and some 26c or more miscellaneous commodities from the operation 
of the proposed higher rates; and that furthermore, in some cases the 
proposed increases are as low as 3 per cent on existing rates, while in a 
few cases they are as high as 50 per cent. Mr. Brandeis contends that 
the carriers introduced no evidence except that of their financial needs 
to show the reason for the proposed increases, while on the other hand 
many shippers introduced good evidence to show the unreasonableness 
of what was suggested. In summing up the case, he says: 

Hundreds of thousands of rates are involved in the present hearing. 
Certain general considerations may, of course, apply to all or a large part of 
these rates; but the railroads must satisfy the minds of the Commission that 
each of these rates is just and reasonable; and the Commission has no power to 
consider the propriety of the rates taken collectively, except in so far as their 
reasonableness is determined by general considerations. Its power is limited 
to the determination, in the case of each rate, whether in and of itself it is just 
and reasonable, although each rate should be considered in its relation to other 
rates, and as a part of the rate structure. 

While it is admitted that the financial necessities of railroads are one 
of the elements to be considered in determining the reasonableness of 
rates, the argument is strongly urged that it is in any event the duty of 
the roads to distribute their higher charges justly among all their traffic 
—on the one hand between freight and passenger service, and on the 
other hand among the various articles of commerce, and among the 
communities to be affected. It is conceded that in the Central Freight 
Association territory the adjustment has been better made than else- 
where, and the financial needs of the roads are greater, but it is denied 
that the Commission has the power to grant any general or flat increase. 
On this point the argument runs as follows: 

Though a general need of greater revenues be shown, it seems clear that 
it should be provided in ways other than through the tariffs filed. The 
alleged horizontal increase would intensify existing injustice and discrimi- 
nation in rates. It would give additional revenues where relief is not needed 
and would fail to give adequate revenues to carriers who are most in need of 
relief. It would burden some traffic already extremely remunerative to the 
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carriers and exempt from contribution other which is unremunerative. The 
prosperous coal-carrying roads would have their revenues largely increased, 
while other roads less prosperous, having a large passenger traffic, would get 
a much smaller addition to their revenues. The impropriety of raising addi- 
tional revenues by the proposed tariff finds a striking illustration in the condi- 
tion of Central Freight Association territory. There higher rates seem to be 
required; but relief cannot be had without a readjustment of the rate schedules. 


It is clear that if this doctrine be accepted by the Commission it 
will practically involve the application of a new theory of the relation 
of the Interstate Commerce Commission to the whole railroad-rate 
situation, inasmuch as it necessarily implies that every individual rate 
must be adjusted upon a footing to be independently proposed and 
defended by the carriers, so that the advancing of rates all around would 
be an almost interminable process. Whether the Commission, in hand- 
ing down its decision, will accept Mr. Brandeis’ views or not on this sub- 
ject, is not announced, but such acceptance will necessarily commit it to 
a method of dealing with rate increases in the future that is certain to 
hamper, in a very serious way, all subsequent proposals for advances. 


PROGRESS WITH THE NEW BANKING SYSTEM 


The work of organizing the new federal reserve system has been 
carried considerably farther during the past month by the action of the 
Organization Committee in designating five banks in each district to 
make an organization certificate as provided by the reserve law. The 
designation of these banks was effected on May 11 after previous con- 
sultation had been had, and the banks had agreed to perform this 
function. During the thirty days prior to May 8, the actual and formal 
subscriptions to stock were solicited and received from the banks, prac- 
tically all of those which had previously indicated their intention of 
entering the system responding with the formal pledge of funds in the 
manner required by the act. At the time of designating the banks in 
the way already indicated circulars were issued to them in which the 
provisions of the law with respect to the election of directors were enu- 
merated and some additional explanation was offered respecting the 
manner of choosing electors and the subsequent selection of directors of 
the several banks. In the same official circular in which these instruc- 
tions were given, the Organization Committee further made a classifi- 
cation of the subscribing banks in each district into three groups for 
voting purposes. The classification is of very great interest because of 
the requirement of the law that the banks shall be grouped as nearly as 
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possible according to similarity of capitalization and in about equal 
numbers for each group. In each such group two directors, one a banker 
and the other a “business man,” are to be chosen. The grouping indi- 
cated by the committee in the circular referred to is as follows: 


Group No.1 | Group No. 2 Group No. 3 


FEDERAL Aggregate | Aggregate Capital and | Aggregate 
RESERVE CITY No. | Capital and! No Surplus No. |Capital and 
of | Surplus i ners SN _| of | Surplus 
Banks | (This Sum | Banks Banks | (This Sum 
or More) | Less Than | More Than | or Less) 





Boston. 148 | $250,000 | 148 | $250,000 | $120,000 | 148 | $120,000 
New York. -| 160 | 190,000 | 159 | 190,000 70,000 | 70,000 
Philadelphia 253 | 190,000 | 190,000 75,000 75,000 
Cleveland... 257 | 150,000 150,000 60,000 60,000 
Richmond 160 | 140,000 140,000 60,000 60,000 
Atlanta... 126 | 130,000 130,000 60,000 60,000 
Chicago 319 | 120,000 55,000 | 32 55,000 
St. Louis 151 100,000 50,000 ‘ 50,000 
Minneapolis. . 230 | 60,000 30,000 f 30,000 
Kansas City. 75,000 40,000 40,000 
Dallas 100,000 50,000 50,000 

120,000 55,000 55,000 
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A consideration of this classification shows that, as was expected, 
the balance of power in each district would be in the hands of the smallest 
banks, inasmuch as, upon the “one-bank-one-vote”’ principle, the group 
with the greatest number of institutions is in control. The compara- 
tively small number of the very large banks appears to throw the control, 
even of the first group in which these banks are included, into the hands 
of the institutions of lower capitalization. This fact has aroused an 
increasing degree of dissatisfaction, as its bearing has become more and 
more evident, and an effort is already on foot to secure a ruling or a court 
decision, based upon the supposedly ambiguous language of the Reserve 
Act, which would permit the various institutions to vote in all three 
groups. Thus far there appears to be no prospect of success for any 
such movement, although the fact that it has been initiated is symp- 
tomatic. 

The limited degree of progress to the present date and the fact that 
President Wilson, although he has announced the names of the members of 
the Federal Reserve Board, has not sent them to the Senate, is taken to 
indicate that no definite organization of the new banks can be effected 
for a good while to come. Official statements that the banks will be in 
operation by the first of August must be heavily discounted. The time 
required for the nomination and final confirmation of the members of the 
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board is estimated at from two to four weeks, so that it can hardly be 
expected that the members will be able to qualify before July 1. Mean- 
while, a period nearly as long as that will be necessary for the election 
of the six members of each of the directorates who are to be chosen by 
balloting. The board will then be called upon to nominate three addi- 
tional members in each district, one to be Federal Reserve Agent, one 
Deputy Federal Reserve Agent, and the third a director without stated 
duties or functions. When this process of completing the directorates 
has been finished, the banks will, be technically organized, but it will 
remain to select a personnel and to establish banking offices with the 
essential equipment, vaults, and other facilities. It will‘ be surprising 
if this detailed work, technical but important as it is, can be very 
speedily carried through to success. 

It is now practically decided that so soon as the Reserve Board is 
definitely organized it will be called upon to determine the policy to be 
adopted by the new banking system with respect to several broad ques- 
tions. Prominent among these is the choice of the kind of commercial 
paper to be admitted to rediscount by the several banks. The board 
is given the power to define the paper admissible to rediscount and it 
will be obliged to determine whether single-name and double-name paper 
shall be considered equally available for the purpose, or whether such 
paper shall be divided in different proportions between the single- and 
double-name classes. A second point which it is now planned to present 
at the earliest possible moment is whether the new banks shall under- 
take a complete clearing process from the very outset, or whether they 
shall become members of existing clearing-houses, and shall delegate 
a part of their clearing functions in that way to already existing insti- 
tutions. The adoption of a uniform accounting system which shall be 
made mandatory upon all reserve banks and which shall include com- 
plete provision for regular reports and statements both to the Reserve 
Board and to the public, in accordance vith the terms of the act, has 
also been determined upon as a matter for immediate consideration. 
Subordinate to these points will be the adoption of by-laws for the 
reserve banks and for the board itself, and the formulation of rules for 
the internal management of the banks themselves, in the transaction cf 
their routine business. 


THE ANTI-TRUST PLANS 


A new phase of the anti-trust discussion has been opened by the 
offering of revised measures in both Senate and House for the control 
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of industrial combinations, such measures now being presented with the 
understood approval of the administration. This constitutes practically 
the third epoch in anti-trust discussion since the subject was originally 
brought to the attention of Congress last January by President Wilson 
in a formal message. The first stage of the work was seen in the pre- 
sentation of the various crude bills which had been hastily drafted in 
the Judiciary and the Interstate and Foreign Commerce committees of 
the House; the second stage was met in the offering of those bills in mod- 
ified form, as a result of hearings and pressure from the administration. 
The new measures—the Newlands bill, S. 4160, the Covington bill, H.R. 
15613, and the Clayton bill, H.R. 15657—now constitute the final 
attempt to harmonize the ideas of the so-called leaders in Congress and 
of President: Wilson and his advisers. In this program, a factor which 
is now evidently foremost is the proposal to establish a trade commission 
such as is provided for in the Newlands and Covington bills. If this 
plan be carried through in either form, much of the remainder of the 
program will follow automatically; if it be defeated or laid aside it is 
probable that the whole of the program will go with it. In the New- 
lands trade commission bill provision is made for an interstate trade 
commission of five members in which shall be merged the Bureau of 
Corporations and its subordinate organizations. This commission is 
given the power to investigate any particular concern it may choose, to 
require periodical reports in all cases, and to transmit or publish infor- 
mation in various specified instances. In government suits under the 
anti-trust laws the courts may refer the form of the decree to be entered 
to the commission as a Master in Chancery, and after such a decree has 
been entered the commission must investigate the manner in which the 
decree has been or is being carried out. Annual reports are required, 
and the commission must prescribe a system of reports for all classes of 
corporations, while it must also report to the courts and the Attorney- 
General any facts it may ascertain which in its judgment deserve the 
action and attention of the judicial department of the government. 
The question of interlocking directorates, which has recently received 
so much attention, is also dealt with, it being provided that if any cor- 
poration engaged in interstate commerce has among its directors or 
officers a director or officer of another corporation carrying on a com- 
petitive business, it shall be liable to prosecution unless it shall file a 
petition with the commission alleging that the business of the corpo- 
rations is not competitive, or that, if competitive, the community of 
directors does not impair competitive conditions. Hearings on such 
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petitions must be held in public by the commission. On the question of 
holding-companies, the bill provides that, where any concern engaged in 
interestate trade controls the whole or a part of the capital stock of 
another corporation carrying on a competitive business, it shall be liable 
to prosecution, unless it shall file with the commission a petition showing 
that the control of the stock in this way is not destructive of competitive 
conditions. Wherever corporations engaged in interstate trade issue 
stock in payment for property or services, they must file a petition with 
the commission describing such property or services, and the commission 
is required to investigate the matter. Individuals are permitted to sue 
for violations of the proposed act just as they can at present sue for 
violations of the Sherman act; and while a government suit under the 
anti-trust law is pending the statute of limitations must be suspended 
in so far as private interests are affected. Thus the Newlands bill covers 
practically the whole ground that has been included in the Democratic 
platform and in President Wilson’s various anti-trust promises. The 
Covington and Clayton bills cover substantially the same field as 
that of Senator Newlands, although in a slightly different way, the 
Covington bill providing individually for the creation of a trade com- 
mission which shall exercise substantially the functions already sketched 
in the Newlands bill. These functions are, however, less explicitly pro- 
vided for by Mr. Covington than by Senator Newlands. The Clayton 
bill itself is similar to the Clayton bill of last winter already reviewed in 
these pages, and deals with questions of personal liability or guilt, 
methods of prosecution, and the like, under the anti-trust laws. At a 
party caucus in the House of Representatives on May 12, these anti- 
trust measures were given the right of way over all other legislation at 
this session of Congress with the exception of appropriation bills. In 
the Senate, it had been arranged by the leaders to give the anti-trust 
bills position next after the appropriation bills and the Panama tolls 
repeal act now under discussion. Thus is assured the opening of another 
lengthy debate on the question of industrial monopoly. Although it 
is to be furthered by all means within the power of the party leaders 
the adoption of the legislation at this session of Congress is not assured, 
owing to the growth of divisions within the majority party, and the 
desire to end the session of Congress. Whether legislative action shall 
be had at once or not, enough has already been done to give the trust 
question a new start and to furnish a fresh basis of discussion from 
which it may be expected that further debate will henceforward take its 
departure. 





BOOK REVIEWS AND NOTICES 


The Colonizing Activities of the English Puritans. The Last Phase 
of the Elizabethan Struggle with Spain. By ARTHUR PERCIVAL 
NEWTON, with an introduction by CHARLES M. ANDREWS. 
New Haven: Yale University Press, 1914. 8vo, pp. x+344. 
$2.50 net. 

The title of this book is somewhat misleading. Mr. Newton does 
not attempt a complete survey of the colonizing activities of the English 
Puritans. About Plymouth and Massachusetts Bay, for instance, he 
has little or nothing to say. His attention is almost entirely directed 
to the colonizing experiments of one particular group of Puritan pro- 
moters in the Caribbean. In the main his book is an account of the 
Providence Company. 

No fault will be found with him on this score. For American 
students in particular, who are rather too likely to assume that Puritan 
colonists were of necessity New Englanders, he has rendered a timely 
service in revealing a phase of Puritan colonizing enterprise which was 
not only distinct from New England but in some respects hostile to it. 
The history of Providence in the Caribbean has hitherto been so little 
known that even well-informed writers have confused the place with the 
later New Providence in the Bahamas. Mr. Newton, from the ample 
material at his disposal, has been able to present a complete history 
of the colony from its inception in 1630 to its destruction by the Span- 
iards ten years later, with a detailed description of its manner of settle- 
ment, its types of settlers, and its economic and social problems, and of 
the features which made it attractive and the factors which determined 
its failure. In this respect alone he has made a valuable contribution to 
American colonial history. 

But he has been wisely conscious of the fact that the significance of 
the Providence Colony lay not so much after all in the particulars of its 
brief and rather inglorious history, as in the light which it throws upon 
the plans and purposes of its founders. The list of subscribers to the 
first issue of the Providence Company stock includes the names of almost 
all the Puritan leaders in England who were prominent during the decade 
immediately preceding the Civil War. The Earl of Warwick, Lord 
Saye and Sele, Lord Brooke, Oliver St. John, John Pym, and close rela- 
tives of John Hampden and of Oliver Cromwell were among its members. 
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Indeed, its personnel was far more representative of the strength of 
English Puritanism than was that of the Massachusetts Bay Company. 
And since the promoters of Providence, unlike those of Massachusetts, 
remained in England to face the issue there, the history of the Providence 
Company is far more intimately related to the broader development of 
the Puritan movement in England. As Mr. Newton has shown, the 
Providence Company had a direct connection with the organization of 
the Puritan party during that obscure ten years from 1630 to 1640 when 
their parliamentary activity was in abeyance. By furnishing a nucleus 
for the periodical assembling of Warwick, Pym, and their associates, it 
enabled them, behind the screen of a commercial enterprise, to canvass 
the political situation and to make their arrangements for the coming 
struggle. From this point of view, as Mr. Newton has clearly demon- 
strated, the Providence Company played no inconsiderable part in the 
political and religious history of seventeenth-century England. 

Yet it is easy to overemphasize the political and religious significance 
of what was primarily a commercial enterprise, and Mr. Newton has 
not altogether escaped this pitfall. It is by no means obvious, for 
instance, that the Providence promoters were seriously concerned with 
the problem of “providing a refuge for the oppressed victims of Laud’s 
ecclesiastical régime.”” Mr. Newton believes this to have been the case, 
but he has hardly proved it. Such facts as he does adduce rather support 
the contention that Warwick and his associates went into the venture 
for what there was to be got out of it and were probably more inclined 
to exploit Puritan discontent for the purpose of getting desirable colo- 
nists than to exploit Providence for the benefit of Puritans. Probably the 
main purpose of the promoters was to plunder the Spaniards, though 
they were careful to conceal that fact behind a manifest intention to 
settle and trade. It is significant to observe that the idea of the colony 
was suggested by one of Warwick’s subsidized pirates in the West 
Indies, that its location at the very gates of New Spain was ill adapted 
for peaceful exploitation, and that its charter of incorporation evidently 
contemplated for it a militant career. From the very first its colonists 
preyed upon Spanish shipping in the Caribbean. When Spain retorted 
by an attempt to capture the island in 1635, its promoters at once claimed 
right of reprisal and, having secured it from the king, directed their 
whole attention to the plundering of the Spaniards by land and sea. 
Mr. Newton would have us believe that this antipathy to Spain sprang 
from political and religious impulses and was an inheritance from Eliza- 
bethan days. It was indeed of a parcel with Sir Francis Drake’s piratical 
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enterprises—a little religion and a little politics thinly smeared over a 
great lust for Spanish silver. 

One of the most interesting chapters in the book is devoted to the 
relations between the Providence Company and New England. Here 
again Mr. Newton’s study of Puritan colonization has thrown fresh 
light upon the history of the Puritan movement in England. In his 
admirable description of the Saybrook venture in Connecticut and again 
in tracing the relations between Providence and Massachusetts Bay he 
has borne testimony to the growing estrangement between two branches 
of the Puritan party which found its clearest expression in the Colonies 
but had its roots in England. In part this estrangement was due to 
religious differences which subsequently revealed themselves in the 
breach between Erastian and Independent in the Long Parliament. 
In part it was due to social and political differences. Mr. Newton points 
cut that one strong motive which induced the Englishman to adventure 
his future in barren New England was the prospect of escape from the 
Stuart squirearchy which monopolized the land and the local govern- 
ment and controlled the House of Commons. Of this squirearchy the 
promoters of the Providence Company were nearly all members. And 
though, like the New England Puritans, they opposed the absolutism 
of the king, the absolutism of city merchant and country gentleman 
which they proposed to substitute in its place gave little prospect of 
relief to the artisan and the tenant farmer, be his religion what it might. 
It was the gradual realization of this fact by the rank and file that gave 
rise to the Leveller movement in England later and secured for John 
Lilburne his “three score thousand’”’ followers. In the Colonies a similar 
demand for social and political equality expressed itself in the free 
land-holding and popular government of Massachusetts Bay. But the 
promoters of the Providence Company were quite out of sympathy with 
this movement. In Providence itself they monopolized both land and 
government. They clearly contemplated social and political distinctions 
in their projected Saybrook Colony. And it is striking to observe that 
the mere rumor of the migration of Lord Saye and Sele, Lord Brooke, 
and some other prominent members of their group to New England had 
the effect of stimulating aristocratic tendencies in Massachusetts itself. 
As time went on this divergence between the democratic and aristo- 
cratic elements in the Puritan party developed, in their colonizing 
activities, into covert hostility. There is some reason to believe that 
Pym and his colleagues were in part responsible for the slackening of 
migration to New England which set in after 1637, and there is no doubt 
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that they gave their countenance to a plan which was designed to despoil 
New England of her settlers for the benefit of their colony in the Carib- 
bean. 

Mr. Newton has developed other points as well which deserve more 
attention than space will allow. He has, for instance, made some val- 
uable additions to our knowledge of the extra-parliamentary career of 
John Pym; he has disclosed the foundation of fact upon which the old 
story of a projected migration of the Puritan leaders to New England 
probably rests; he has contributed fresh information to the subject of 
the Puritan attitude toward negro slavery. But all these must be dis- 
missed with mere mention. 

The book as a whole is gracefully and carefully written. It is refresh- 
ingly free from the political and religious bias which so often disfigures 
historical studies upon the period with which it deals. To the economist 
it will appear, perhaps, that Mr. Newton has underestimated the 
importance of the economic factors involved in Puritan colonization. 
But no one will question the value of his contribution to the political 
and religious history of the early seventeenth century both in America 


and in England. 


CoNnYERS READ 
UNIVERSITY OF CHICAGO 


Where and Why Public Ownership Has Failed. By Yves Guyot. 
Translated by H. F. BAKER. New York: Macmillan, 1914. 
8vo, pp. ix+459. $1.50. ; 

By far the most effective method of testing the feasibility of any 
program is to study its results. Facts, when correctly presented, are 
controvertible only in their interpretation. M. Guyot has in this book 
made a speciality of facts relative to public ownership in its innumerable 
forms in the different European countries and in New Zealand. Vigor- 
ous though the book is in the presentation, yet perhaps somewhat 
biased in the interpretation of these facts, its chief fault is its fragmentary 
nature. The author continually shifts from one enterprise to another, 
seemingly unmindful of varying conditions, making it difficult to follow 
him in what many times seem to be hasty generalizations to bear out 
a premise. 

The purpose of the book is unmistakably expressed in its title. 
Guyot’s conclusion is his fortress, and this work is manifestly presented 
as an arsenal of facts in defense of it. His philosophico-economic bases 
are interesting though debatable. He assumes three mainsprings of all 
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human action, namely: compulsion, bribery, and instinct for personal 
gain. This last mainspring is the most natural and desirable stimulus 
in economic activites and is fundamentally necessary with all modern 
conditions of labor, contract, and entrepreneurship. For it, however, 
government ownership would substitute compulsion and bribery as 
stimuli of service; would destroy personal interest and responsibility, so 
necessary to the financial success of any business; and would render 
economic undertakings subject only to political expediency. 

Book I treats of public and private trading operations, and in Books 
II, III, and IV three aspects of government ownership are considered: 
its financial results, its administrative results, and lastly its political and 
social consequences. Book II, on the financial results of public owner- 
ship, is probably the most important. A heterogeneous list of chapters 
(twenty-five in number) is here included, treating this phase of most of 
the public enterprises of European countries. Universal experience has 
proved, thinks the author, that, whatever a state undertakes in the 
economic field, it does so at a higher cost than would private enterprise, 
The results of government management of railways, fiscal monopolies, 
public utilities, and housing of working classes are shown to be as a rule 
disastrous to public finances. Profits are usually exaggerated, book- 
keeping practices are unscientific and even corrupt, and political domi- 
nation and manipulation are rife. Political expediency is the watchword 
in all policies of administration. Private enterprises are taken over 
by governments, not for the purpose of giving better service, but to 
satiate various political groups. The French government assumed 
control of the Western Railways as a campaign trump and a sop to the 
Socialists. This motive and the desire of governing bodies to secure 
funds without burdensome taxation have been the chief causes of govern- 
ment encroachment into enterprises which should be privately owned. 

Government railways are in every way inferior to privately owned 
systems. Their accounts are always in a deplorable condition, proper 
allowance is not made for amortization, and costs of construction are 
unreasonably high. Rates are many times exorbitant as compared 
with those of private lines, discriminations of the worst sort exist, for 
all of which passengers and shippers are made to suffer. In many cases, 
notably with the German roads, operating expenses do not include 
capital charges on the railway debt, which, if included, would cut in two 
the alleged profits. Expenses of operation of the state lines are increas- 
ing in much greater proportion than those of the private companies; 
their operating ratios vary from 68.6 per cent in Prussia to 80.6 per 
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cent in Hungary and gr per cent in France, while those of the private 
companies of France are about 56 per cent and of England 55 per cent. 
This high operating cost of government lines is due partly to the excessive 
number of employees, whose chief occupation is not to render efficient 
service Lut to devise means of increasing their pay and shortening their 
hours of labor. Only the railways of Prussia have brought in revenue 
to the state, while those of Austria, France, Switzerland, and Italy have 
been public burdens. : 

Public (municipal) housing has had no better success. It has been 
so administered both in London and on the Continent that almost as 
many people have been dislodged by its effects as have been housed. 
Government fiscal monopolies have also been miserably managed. As 
well as in many cases not being financially beneficial to the state, they 
have become involved in current political corruptions and their regulation 
has been a failure, since it is absolutely impossible for legislative bodies 
to interfere successfully in trading operations carried on by the state. 
Consumers of products controlled by such monopolies pay exceedingly 
high prices and the “profits” are little more than the return to extortion. 

The administrative results of government ownership have been no 
more satisfactory. The boasted principle of “service for the sake of 
service’? has not succeeded in actual practice. Private railways, for 
instance, are superior to government lines in providing for the safety 
and convenience of passengers; the private telephone lines of New 
York City have a standard of service far above that of the public systems 
of Paris. The entrance of the state into economic enterprises naturally 
renders its political duties more difficult to execute. The most dis- 
astrous of any of the administrative results has been the effect of govern- 
ment operation upon labor. Efficiency has been greatly impaired, 
a sort of “laborophobia” has developed, and government enterprises 
are literally controlled by the laborers. Continuous changes in political 
offices prevent location of responsibility for mismanagement, and the 
chief occupation of administrative officials is to evade, and thus preserve 
political peace. The government may be a ‘‘model employer” from the 
laborer’s point of view, but it is such at the expense of the taxpayer and 
consumer. 

The political and social consequences of government ownership are 
demonstrated by the present moral standards of government admin- 
istration. That political ideal of the Socialists, “the end in view,” has 
been excessively applied and made to atone for countless dishonest 
practices. Economic Machiavellianism is ever the financial policy of 
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the state. The intrusion of the government into private undertakings 
without doubt increases the opportunities for corruption, and in public 
enterprises the opportunity is the only requisite for the condition. 

Thus the time-worn argument of the Socialists, that we “ought to”’ 
get better and cheaper service through government ownership of indus- 
tries, is overcome by relentless facts of actual experience. Operation 
and regulation are two distinctly different activities and should be 
carried on by distinctly separate bodies. The latter only is the function 
of the state. 

The enthusiastic, rapid-fire style of the author increases (or at least 
sustains) interest in his theme, but the chief difficulty of the book is that 
the number and diversity of the topics discussed render a thorough pre- 
sentation of any of them difficult. Guyot at times unquestionably 
draws unwarranted conclusions from incomplete facts. The various 
chapters are very loosely connected and it is almost impossible to trace 
throughout any general principles which might bind them together. 
The book is at times more polemical than scientific, but its chief value, 
it seems, is not that the reader is convinced of the soundness of the 
author’s argument, but that it may serve as a sort of a safety-check 
upon the enthusiast of government ownership. It at least demonstrates 
that the last word upon the problem has not yet been spoken, that many 
of the plausible-sounding arguments advanced in favor of government 
ownership are not yet conclusively proved. It should provide interesting 
controversial data for the opponent of public ownership and may be 
summed up as stimulating rather than scientifically exact. Its actual 
positive effect in preventing further government activity in the economic 
field will doubtless be insignificant, but it may be of value in pointing 
out some of the prime weaknesses of government ownership and admin- 
istration. 

C. R. NEsBItT 

UNIVERSITY OF WISCONSIN 
American Railroad Economics. By A. M. SAKouski. New York: 

Macmillan, 1913. 12mo0, pp. 295. $1.25 net. 

This publication is a textbook for investors and students of railway 
affairs and is designed particularly as a guide for the proper study and 
interpretation of a railroad annual report. The author is a staff lec- 
turer in the New York University School of Commerce, Accounts, and 
Finance. His book is the product of his activities, both as an invest- 
ment analyst in New York and as a lecturer on transportation economics. 
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His purpose was to study railroads as business enterprises by a critica] 
examination of facts and figures derived from railroad reports and other 
publications, with a view to assisting in the correct judgment of railroad 
activities and operating results. Dr. Sakolski feels that on the one hand 
the voluminous statistical data and other information contained in rail- 
road reports are generally accepted without much inquiry, but that, on 
the other hand, the work done thus far by professional analysts and stat- 
isticians is too much inclined to gauge railroad activities by rigid stand- 
ards and definite mathematical formulae. This kind of method he seeks 
to avoid. He makes no attempt to lay down rules or to cite averages, 
Instead he endeavors to show what factors outside of the bare figures 
should be considered in making comparisons between results of a certain 
kind on different roads, and the relative weights that must be given to 
various factors under widely varying and constantly changing conditions, 
which include consideration of legal, statistical, economic, and physical 
matters. The material is classified under four heads: data regarding the 
character of the transportation facilities, including an analysis of the 
physical features of railways, in so far as they influence operating results; 
data measuring efficiency and economy of operation, including a consider- 
ation of traffic and mileage statistics; data measuring revenues, expenses, 
and net earnings, including a study of the income account and the profit 
and loss account; and data measuring the capital investment in relation 
to the corporate resources and liabilities, including an analysis of capital 
and the general balance sheet. In order that these topics may be more 
clearly understood, preliminary chapters are inserted, treating of rail- 
road rates and railroad securities, and describing the important railroad 
systems of the United States. One of the particularly interesting chap- 
ters is devoted entirely to the Interstate Commerce Commission’s 
system of accounting for railroads, including a discussion of the motive 
for the formulation of such a system and some of the controversial views 
of different features of the commission’s system. Another good chapter 
is that on the general balance sheet, which, the author says, when 
properly interpreted furnishes a better indication of financial status and 
of investment value than current earnings, which often are the result of 
temporary conditions. 

The book should be of great value to railway investors and other 
persons who have occasion to study railway annual reports, and par- 
ticularly to the student of railway affairs. 

HAROLD F. LANE 


Cutcaco, ILL. 
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American Shipping. By Hans Ketter. Probleme der Welt- 
wirtschaft, No. 14. Jena: Gustav Fischer, 1913. Royal 
8vo, pp. xx+144. M. 5. 

This number in the “Schriften des Instituts fiir Seeverkehr und 
Weltwirtschaft an der Universitat Kiel” gives a historical account of the 
American merchant marine from the first vessel of Colonial days down 
to the present. The first third of the volume, covering the period 
previous to 1815, is the least satisfactory portion. This, of course, is 
true of all books dealing with this subject, and perhaps that explains 
the deficiencies of the present volume, for the author appears to have 
relied in the main on secondary sources. As a result we have a straight- 
forward, very matter-of-fact account of the ups and downs of our mer- 
chant marine. Interpretation is generally lacking, but where it is 
included it appears to follow along the generally accepted lines. Our 
coastwise, lake, and river shipping hardly receives due attention and the 
influence of railroads is largely ignored. The present difficulties of 
our merchant marine are charged chiefly to the high standards of wages, 
food, etc., required by our navigation laws, a point which, by the way, 
seems to be well borne out by the failure to transfer foreign-built ships to 
American register under the new law of 1912. Other obstacles mentioned 
are the high cost of ship-building due to the tariff and high wages, and 
the more promising opportunities for investment elsewhere. While the 
author includes a historical account of the attempts to revive the mer- 
chant marine ke has no suggestions or critical comments of his own. 
Consequently the account, while somewhat colorless, at least succeeds 
in avoiding the partisanship which has marked so much of the writing 
on this subject. For those wishing a comparatively brief and unbiased 
historical statement of the main facts the book can be cordially recom- 
mended, but it cannot be said to add anything new to our knowledge of 
the subject. 

CHESTER W. WRIGHT 

UNIVERSITY OF CHICAGO 


Die wirtschaftliche Entwicklung von Alaska. By EpGAR SALIN. Tiibingen: 

1. C. B. Mohr, 1914. 8vo, pp. vilit+225. M.6. 

Dr. Salin has here given us a rather exhaustive work. As he tells us in the 
preface, his book was planned to deal with the trusts of Alaska, and with the 
respective problems of concentration and colonization. But it was soon found 
that scientific conclusions could only be reached after a careful analysis of the 
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agricultural and industrial conditions. Hence the author devotes two-thirds 
of the volume to a descriptive analysis of the economic development of Alaska 
with occasional hints concerning the Yukon territory, including a historical- 
geographical introduction. Dr. Salin has accomplished his aims, not only in 
the well-written descriptive part of the work, but also in the closing chapters, 
which are full of sound conclusions with regard to the economic policy which 
it might be well for us to pursue in that territory so rich in natural resources, 
Agriculture and cattle-raising, forestry, fisheries and the allied industries, gold, 
copper, coal, silver, tin, iron, lead mining, etc., ship and railway transportation, 
are dealt with in more or less detail. The author holds that the land around 
the lower coast of Alaska is well suited for stock- and vegetable-raising because 
of its good soil and climate, but he differs from the belief of our Secretary of 
Agriculture that that country can ever export grains. Alaskan forests are 
economically of no importance. There are*some good timber lands, but 
almost all the forest growth is said to be good only for kindling wood. Dr. 
Salin blames our federal government for these conditions. Similarly he con- 
cludes that the fish industry of Alaska is of no importance economically to the 
United States, excepting the development of a small class of traders in seaport 
towns. 

It is the great exploitation of mineral resources which gives a rich harvest 
to invested United States capital. But the chapters on mining can hardly be 
appreciated apart from a study of the subsequent sections which treat the all- 
important question of transportation. Gold mining largely depends upon 
coal. There is plenty of coal of high quality in Alaska, but its distribution 
depends in turn upon adequate transportation. Then, too, successful mining 
of coal in Alaska is well-nigh impossible because of the policy followed by our 
federal government. Dr. Salin holds that the handling of the coal situation 
which practically put a stop to coal mining is an economic blunder on the part 
of the United States. Indeed, he declares this policy to be the cause of the 
retarded development of Alaska during the past decade. Soon the Panama 
Canal will make it possible for eastern coal to find a market in the far West and 
consequently will make it difficult for Alaskan coal to compete successfully in 
the open market. However, Alaskan coal, in the long run, must win the market 
in the Pacific states because of its better quality and its lower price. 

After an elaborate discussion of the nature of monopoly, holding companies, 
and trusts, Dr. Salin gives a detailed account of the Alaska Syndicate and its 
subsidiary companies, all of which are owned by Morgan & Co., Guggenheim, 
Kuhn, Loeb & Co., Havemeyer Jr., and a fewothers. The gigantic Alaska Syn- 
dicate controls the copper, gold, and fish industries, the railroad transportation 
companies (a monopoly), and finally, the Alaska Steamship Company. The 
author recommends state control of the trusts that are engaged in the industries 
which exploit the natural resources of Alaska. The building and operating 
of railroads should be controlled by our federal government. No more oppor- 
tunity ought to be given the railroads to give special rates to trusts, etc., and 
thereby to promote the big interests. Adequate protection of labor is another 
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point that needs immediate attention by our government. Accidents in the 
mines are altogether too common. 
A good map accompanies the work. It is a valuable reference book. 


The American Girl in the Stockyards District. By LoutsE Mownt- 
GoMERY. Chicago: The University of Chicago Press, 1913. 8vo, 
pp. vit+70. $0.25. 

This study of the position of the American-born girl in the stockyards 
district forms one of a series of investigations into the life of that community 
which the University of Chicago Settlement is carrying on. It is an inter- 
esting exposition of the actual industrial career of five hundred girls in that 
district, their preparation for industrial life, their failure or success in adjust- 
ing themselves to it, and the writer’s conclusions as to the probable results of, 
and remedies for, present conditions. Besides industrial questions there are 
those further problems of immigrant communities where the American-born 
children are adjusting themselves to their environment in ways not followed or 
understood by their parents. 

Miss Montgomery’s findings as to the inadequacy of public-school prepa- 
ration for an industrial career is simply the confirmation of a familiar claim. 
As in most communities, the people’s standards of education are limited by 
the legal requirements, especially in the case of the girl who is expected to add 
to the family income as soon as the law allows. The natural consequence is 
a great number of fourteen-year-old girls seeking work in any position which 
can be filled by untrained and immature workers and for very low wages. 
The comparison of those who had stayed in school to finish the eighth grade 
with others who had dropped out immediately upon reaching their four- 
teenth year showed that the former had some advantage, since they began 
with a higher average wage and attained to positions regarded as superior by 
the people of the district. It would seem that the years from fourteen to six- 
teen spent in industry do not increase efficiency or earning power, while if 
spent in school they tend to increase both, and would do so much more if an 
adequate program of vocational guidance were adopted. But really to help 
these girls Miss Montgomery believes that the law should require them to 
stay in school up to the sixteenth year, and that especially the question of their 
amusements and problems of family adjustment must be given careful con- 
sideration. Though much of the work open to them even under such circum- 
stances would still be the routine and drudgery of industry there would be more 
intelligent choice of occupation and a better social life. 


Die Entwicklung der Landwirtschaft in den Vereinigten Staaten von Nord- 
amerika. By Max AvcstIn. Munich and Leipzig: Duncker u. 
Humbiot, 1914. 8vo. pp. 149. M. 4. 

This little book is the result of special studies and a trip to the United States 
undertaken by the author in 1911. In it Dr. Augstin has been very successful 
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in proving his contention, stated in the preface, that it is not only the natural 
fertility of the soil which determines the limits of productivity of any land, but 
also the disciplined human mind and the organization of labor. 

Primarily this book was written to compare the development of agriculture 
in the United States with that of Germany and to draw conclusions therefrom. 
The writer not only offers valuable information and advice to his own country, 
but also states a number of significant criticisms which it would be wise for 
us to heed. 

Dr. Augstin sees undesirable conditions in the class of immigrants which 
now flock to our shores. At present, the people of Eastern and Southern 
Europe who remain in the industrial centers of our country and who are politi- 
cally unripe to make desirable citizens in a free democracy do not take up 
agriculture and animal industry. Then, too, there is the great problem, the negro 
population. Chap. i, sec. 7, points out the absence of rural credit organizations. 
Another problem which is intelligently discussed is that arising from the 
absence of hail and weather insurance and the insufficient insurance of cattle, 
hogs, etc. On the other hand, the author gives much credit to the fruit- 
and vegetable-growers’ exchanges. Particularly, grain-elevator organizations 
receive nothing but praise. Dr. Augstin also recognizes the valuable services 
rendered by the federal Department of Agriculture, employing some eleven 
thousand persons, most of whom possess adequate scientific training. The 
chapter on transportation contains good material, well worth special attention. 

The book is readably written in a scientific manner, and above all, without 
bias. Special features worth mentioning are the concise summaries at the end 
of every chapter. 


Geschichte und Theorie des Kapitalismus. By Dr. Fritz GERLIcu. 
Munich and Leipzig: Duncker u. Humblot, 1913. Pp. viii+406. 
M. to. 


The bulk of the book is devoted to the industrial and commercial history 
of Europe. Only about thirty pages at the end are given to theoretical dis- 
cussions. 

The chief aim of the writer seems to be to prove that it is erroneous to 
speak of capitalism as the phenomenon of a new era that began some time in 
the eighteenth century. To Dr. Gerlich, capitalism is but an organic con- 
struction of the economic activities of past ages. Moreover, in his opinion, 
not only is commerce as old as civilization, but his historical data prove, as 
he believes, that we have advanced little in methods and general principles 
over our Babylonian ancestors. Whatever changes there may be found in 
technique, according to the author, are merely changes in method, a growing 
process of applying a developing science to industry; the motive of private 
gain and the aim of adaptation to the economic needs of the community, 
remain the same all through the ages. 
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Besides this fundamental thesis of proving the industrial evolution and 
of finding prototypes of our modern economic activity in the ancient world, 
the writer takes advantage of every opportunity to disprove the materialistic 
interpretation of history and to show that man is the sole creator of his eco- 
nomic surroundings, that the intellect is the mainspring of civilization. 

Whatever one may think of these theoretical conclusions, one will always 
be grateful to the writer for collecting in one volume the most important data 
on industrial relations in Babylonia, Greece, and Rome, and the Middle Ages. 
Mercantile Credit. By James E. Hacerty. New York: Henry Holt 

& Co., 1913. 12mo0, pp. xii+377. $2.00 net. 

This book aims to present a general account of the theory and practice of 
mercantile credit. It is divided into two parts: (I) “Origin, Development, 
and Present Status of Mercantile Credit’; and (II) “Legislation.” Part I 
follows very closely the line of treatment laid down by Prendergast in Credit 
and Its Uses. A brief historical sketch of the history and theory of credit is 
followed by chapters on credit instruments, the various kinds of credit, the 
management of credit departments, sources of credit information, adjust- 
ments, and collections. Part II discusses the various bankruptcy laws which 
we have had in the United States and concludes with a chapter on bulk-sales 
laws. 

On the whole, the book is rather thin, and is not to be compared with 
Prendergast either in point of subject-matter or style of presentation. Part I 


gives evidence of being largely second-hand material, without the saving merit 
of being well related. It is not a comprehensive treatment in any sense 
of the word and omits altogether the fundamental question of the analysis 
of credit information. Part II is better and gives a more extended treatment 
of the Bankruptcy Acts than is found in convenient form elsewhere. The 
book should prove useful as a ready reference for factual material and as a 
companion to Prendergast; but it in no sense supplants the latter as the best 


volume in the field. 


Recherches et considérations sur la population de la France. By 
Moueav. Reprinted, with an introduction and analytical table 
by RENE GonnarRD. Paris: Librairie Paul Geuthner, 1912. 8vo, 
pp. xxx-+ 302. 

The authorship of this volume is in doubt. It lies between Moheau and 

M. de Montyon. Probably the former, who was secretary to the latter when 

Montyon was intendant of several provinces in France, produced most of the 

work. 

The book is remarkable in the respect that it is an attempted departure 
from the deductive reasoning of the time. Data have been collected from which 
the author draws his conclusions. True to the physiocratic doctrine, he says 
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that the first duty of a citizen is to marry, and that one of the greatest services 
one can render to society is to increase the number of individuals that compose 
that society. Estimates of the population of France are secured by evaluating 
the number of births, deaths, marriages, etc. The different social influences 
affecting population such as the physical strength of people, fecundity, morality, 
and emigration and immigration are then discussed. 

The volume is written in the clear, concise, logical style so characteristic 
of the physiocratic writers, and should be valuable to students doing research 
work. The introductory pages by the editor contain information which js 
helpful to a more intelligent reading of the volume. 


Foreign Companies and Other Corporations. By E. Htrton Younc. 
Cambridge, England: The Cambridge University Press, 1912. 
8vo, pp. xli+332. 12s. net. 

The international scope of the activities of the modern corporation has 
given increased significance to the question whether or not artificial persons 
possess rights outside of the limits of the sovereignty in which they were created. 
The claim of the company form of organization for recognition by the laws 
of any state other than that of its origin has been declared, by eminent authori- 
ties, to rest upon no logical principle. Even if this is to be decided in favor 
of the corporation, a fertile field for debate remains in the discussion of the 
nature and extent of the powers which the corporation may legally exercise 
in the foreign state, and the laws from which these powers derive their binding 
force. Mr. Young presents a very able study of these questions in this book. 
The first part of the work is concerned with the determination of the universal 
principles of law governing the status, capacity, and nationality of foreign 
corporations; the second part, with a statement of the law of England, as 
determined by acts of Parliament and authoritative decisions. References to 
the leading cases complete the requirements necessary to commend the book 
to students of corporation law. 


Principes de la science morale et politique sur le luxe et les lois somptuaires. 
By Nicotas Baupeavu. Reprinted, with an introduction and 
analytical table by A. Dusors. Paris: Librairie Paul Geuthner, 
1912. 8vo, pp. xIx+32. 


The first twenty-five pages of Baudeau’s little tract is given to the discus- 
sion “‘Du luxe et des loix somptuaires.” Luxury, the author states, consists 
in the inversion of the natural order, of an increase in the non-productive 
expenses at the cost of the productive. ‘‘Magnificence” of whatever sort is 
not luxury unless it inverts the natural order. Likewise, to patronize foreign 
merchants is not luxury so long as it does not encroach on the sums necessary 
to be expended in order to keep the forces of production efficient. Sumptuary 
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laws intended to suppress expenditures on luxury often suppress other expendi- 
tures which are not luxurious, and thus may possibly work harm to the state. 

The last few pages are devoted to the discussion “‘ Du faste public et privé.” 
Faste, the author states, marks the grandeur and resplendency of expenditure, 
while Juxe marks the excess. The first may be advantageous, indifferent, or 
dangerous; the second is always bad. Faste is not injurious unless it curtails 
the sums consecrated to productive activity. 


The Careful Investor. By EDWARD SHERWOOD MEeEap. Philadelphia: 

J. B. Lippincott Co., 1914. 8vo, pp. 290. $1.50 net. 

This book is an attempt to furnish information to investors as to the merits 
and demerits of various classes of stocks and bonds and as to the general con- 
ditions of investment, that the buyers may avoid the pitfalls of the market. 
The main survey of the present field of investment is succeeded by a final 
chapter devoted to a conjectural account of the influence of future gold pro- 
duction upon prices and bond values. 

Professor Mead’s treatment of this subject is frankly popular as opposed 
to scientific. Anecdotes are introduced; marginal references, footnotes, and 
bibliography are lacking. It is not a book for the student or specialist. Rather, 
it is adapted to give the uninitiated a slight though helpful acquaintance with 
sane rules for the purchase of securities. But a knowledge of the familiar 
principles of investment herein presented would not of itself, even in the 
author’s opinion, sufficiently safeguard the individual investor against the 
possibility of loss. For that degree of assurance the investor must rely upon 
the judgment of the reputable investment banker. 


Consular Treaty Rights and Comments on the Most Favored Nation Clause. 
By Ernest Lupwic. Akron, Ohio: New Werner Co., 1913. 
8vo, pp. 239. $4.50. 

In spite of many defects in the method of presentation Consul Ludwig 
has put in a convenient form treaty provisions relating to certain of the 
rights and immunities of consuls, with the extracts of cases interpreting those 
provisions. The author cites many recent cases. The extracts and comments 
deal more especially with the rights of consuls in the care of the estates of 
deceased nationals in their districts. Appeal is made to the “most favored 
nation” clause to extend to consuls of other countries the treaty rights enjoyed 
by any one of them. The comments interspersed in a somewhat confusing 
way throughout the book are of interest as giving the views of one experienced 
in the application of the treaties and regulations in actual practice. He takes 
what seems to be the perfectly justified stand that the privileges and immuni- 
ties of the whole consular corps in a country should be made as ample as 
possible and not limited by a narrow spirit of give and take. 





604 JOURNAL OF POLITICAL ECONOMY 


Some Influences in Modern Philosophic Thought. By ARTHUR Twining 
Hapiey. New Haven: Yale University Press, 1913. 16mo, pp. 
vii+146. $1.00. 

In this little volume is published, with additions, the substance of a course 
of lectures delivered by President Hadley as McNair lecturer at the University 
of North Carolina. Under the terms of the McNair foundation the lectures 
deal with the mutual bearings of science and theology. President Hadley 
chose to review certain historic developments in nineteenth-century thought, 
and took as his special topics ‘‘Changed Conceptions of Science,” “New Views 
of Politics and of Ethics,’”’ and ‘‘The Spiritual Basis of Recent Poetry.” The 
second of these themes falls nearest to the domain of the economist. The 
last has called forth the most direct expression of the author’s own personal 
views. On the whole the lectures are neither quite adequate as objective 
expositions—which they hardly could~be in such restricted compass—nor 
professedly and convincingly individual. But they reveal again that versatility 
which lost Professor Hadley to the ranks of active American economists. 


The Theory of Money. By D. A. BARKER. Cambridge, England: The 
Cambridge University Press, 1913. 16mo, pp. viit+141. $0.40. 
This book has been prepared mainly for the readers in England, where 

“the theory of money has become a matter of oral tradition” since Jevon’s 

death. It is based on the writings of Messrs. Laughlin, Kemmerer, Fisher, 

and other authors of the United States where there has been, “during the last 
fifteen years, a flood of literature which contains works of the highest interest 

and importance.” The chapter on “Velocity of Circulation” is practically a 

précis of Professor Fisher’s chapters on the same subject in his Purchasing 

Power of Money, as the author admits. 

The book is simple, non-technical, and systematic and may well be recom- 
mended to beginners. 


The American Office: Its Organization, Management and Records. By 
J. Wirtram ScuurzeE. New York: Key Publishing Co., 1913. 
8vo, pp. 380. $3.00. 


This book is a collection of a great many details concerning the American 
office. The mechanical appliances of the office, the personnel of the office, 
methods of training employees, welfare work, office records, and labor-saving 
devices are among the topics discussed.. These facts are too heterogeneous 
in character to form the basis of a systematic treatise, since mere connection 
with the physical office is too weak a cord upon which to string so many different 
kinds of beads. As a reference work it is too meager in its outlines and too 
deficient in solid substance to furnish a satisfactory guide to the business man. 





